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A Banker's Diary 


WHILE it is gratifying that this country has succeeded in avoiding the wide- 
spread strikes prevalent in the United States, the continued pressure for wage 
increases is a disturbing feature of the labour situation. 
The Indeed, it may be said that our relative freedom from industrial 
Vages strife has been purchased only at the cost of a continuance 
Problem of the slow but steady wages spiral. Admittedly, an applica- 
tion for a further advance of {1 in the minimum wage in agri- 
culture (in which industry wage rates have already more than doubled during 
the war) has been rejected outright. But there is still no sign that increases 
in general are being confined to the special cases recognized in the White 
Paper issued on the introduction of food subsidies: namely, for levelling up 
in industries whose wag. levels were exceptionally depressed before the war, 
or as the reflection of changes in productivity. Although the official cost of 
living index has been virtually stable at about 30 per cent. over pre-war 
since March 1943, when Prof. Bowley’s index of wage rates published in the 
London and Cambridge Economic Service already showed a rise of 35 per cent., 
wage rates have since advanced to 55 per cent. over pre-war by July last and 
are probably nearer 60 per cent. up at present. A continuance of the upward 
spiral is clearly threatened by the T.U.C. pressure for a 40-hour week, the 
need for eventual withdrawal of the cost-of-living subsidies (which would raise 
the index to some 50 per cent. over pre-war), and the likelihood of a restoration 
of the normal differential between skilled and unskilled rates. 

There is ample evidence—from the recent experience of France, for instance 
—to show that any attempt to prevent a rise in prices in the face of rising wages 
merely produces industrial stagnation, since any serious attempt at squeezing 
profits is bound to have disastrous effects on enterprise and efficiency. What- 
ever the more extreme political elements may believe, therefore, it can be 
taken that a wages spiral is synonymous with inflation. And this must 
inevitably give rise to serious problems both internal and external. Although 
the Bretton Woods scheme provides for an adjustment of exchange rates in 
the event of a “ fundamental disequilibrium,” it is clear, for one thing, that 
such adjustments can take place only at fairly wide intervals and with a 
a certain time-lag. In the interval, the rising wage level is likely to cause a 
continuing loss of exchange reserves and to handicap the export industries, 
either by impairing their competitive position if prices rise or by making it 
difficult to obtain labour if wages are increased less rapidly than in the sheltered 
industries. 


UP to the present, fortunately, the indications are that our competitive pos:tion 
vis-a-vis the United States has not deteriorated seriously over the war period. 
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Indeed, the following table, reproduced from the B.LS. 


British and annual report, shows an actual improvement : 
American 


Prices EXPORT PRICES: U.S. AND U.K. 
(1938 = 100) 
United Kingdom United States 
Adjusted Average price 
Average for exchange (including 
price alteration Lend-Lease) 
1939 -- os 99° 94 99 
1940 .. na aT 120* 103 105 
I94I .. vi 138* 119 112 
1942 .. ; oe 157 135 137 
1943 .. es - 171 147 151 
1044 .. ee ar 178 153 171 


* Including munitions. 


Over the period from 1938, it will be seen, British export prices, in terms of 
dollars, rose only 53 per cent., against an increase of 71 per cent. for the United 
States. These figures, however, must clearly be treated with reserve as a 
pointer to the future position. Excluding overtime, true wage rates in 
American industry rose only 35 per cent. between 1939 and the summer of 
1945, while the advance in technical productivity has almost certainly been 
greater than in this country, where productivity in some basic industries, 
notably coal-mining, has actually declined. Agair, the U.S. export prices 
include Lend-Lease goods, which appear to have ben far from representative 
of the level of American commercial efficiency. On the whole, it would be 
optimistic to assume that our relative competitive position has improved, 
notwithstanding the depreciation of sterling. And in view of the need for a 
much greater expansion in British exports (on current account at least), to 
compensate for the deterioration in our capital position, a relative decline in 
our export prices could be a useful aid to the restoration of equilibrium. 


THE trend of cheque clearings since 1928 is analysed in a table in our statistical 
section this month (page 109). As was to be expected, the grand total for 
1945 establishes a new record, at £66,944 millions, an increase 
The of 6.9 per cent. on 1944. Moreover, the previous record daily 
Turnover of total of £353.0 millions, touched on November 3, 1944, was 
Deposits left far behind by the July 2, 1945, clearings of no less than 
£447.0 millions. Even so, 1945 was not a year of uninter- 
rupted expansion. The Central clearing total is actually a shade lower on the 
year, more than the whole of the increase being accounted for by a rise of 
12.7 per cent. in the Town clearing total. Moreover, the expansion in the 
total was virtually confined to the second half of the year, the April-June 
quarter showing a slight decline compared with the corresponding months of 
1944. These uneven movements, however, are presumably accounted for 
mainly by the varying incidence of the special savings drives. 

Once again, the most interesting feature of the figures is that they show a 
continuance of the slowing down in the average rate of turnover of deposits. 
On the average, the volume of current accounts was 13.2 per cent. higher, 
and the volume of deposits as a whole 12.8 per cent. higher, than in the previous 
year, whereas the cheque clearings, as has been seen, increased only by 6.9 
per cent. Hence the average rate of turnover of current accounts declined 
further from 22.6 to 21.4, as compared with 29.3 in 1939, while the ratio of 
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clearings to total deposits fell to 14.3, against 15.2 in 1944 and 16.3 in 1939. 
To put the same facts in another way, current accounts have increased two 
and a half times since 1939 and total deposits have rather more than doubled, 
whereas the clearings total has risen only 83 per cent. A similar trend was 
seen during the last war and such is, indeed, to be expected during any period 
of rapid credit expansion ; for credit expansion means that the public is to 
some extent saving in the form of bank deposits, and, of course, notes. The 
volume of money has to be increased not only to support the higher price 
level and increased volume of transactions generally, but also as the counter- 
part of some portion of current saving. And by definition the latter portion 
of the additional credit will circulate slowly or remain entirely stagnant. Of 
e, the distinction is a conceptual rather than a statistical one, for any 
tion to the volume of money represents saving from one point of view, 
on the other hand some savings which are originally held in the form 
{ bank deposits are ultimately invested in some more permanent form—or, 
ot se, spent. 


THE steady expansion in American bank earnings continues to provide a 
sharp contrast with the virtual stability of published profits shown by the 
British banks and their continued immunity from E.P.T. 
U.S. Bank The latest results, as analysed by the Federal Reserve Bulletin, 
Earnings are summarized in the following table, in which the figures 
for the first half of 1945 have been doubled for ease of com- 

parison on an annual basis: 


U.S. BANK EARNINGS 

1945 

1940 1941 1942 1943 1944 Jan.—Junet 
$m. $m. $m. $m. $m. $m. 
Earnings hia ~~ ae 1,417 1,487 1,650 1,874 2,032 
Expenses ne 3 921 988 1,002 1,039 2,347 1,202 
Net current earnings .. 402 429 485 611 747 830 
Recoveries, etc.* ..) 53 —39 —34 ¢62 $86 227 
Gross profits a — —_ 451 673 833 1,058 
Net profits és ee 349 390 383 557 649 782 
Dividends es ne 210 211 203 208 226 232 

* Recoveries, profits on securities, etc., Jess losses and charge-offs. t Annual rate. 


It will be seen that net profits after taxation rose by no less than 88 per cent. 
between 1940 and 1944, and promise to reach at least two and a quarter times 
the 1940 level for the full year 1945. The largest jump came in 1943, when 
recoveries and profits on securities exceeded losses and charge-offs with an 
ample margin, having previously fallen short of them. It need not be said 
that virtually the whole of the additional current earnings have come from 
securities, income from advances being down on balance. It is, of course, 
the fact that expenses have increased only 30 per cent., against a rise in earnings 
of 53 per cent., which accounts for the additional profits. Salaries, incidentally, 
account only for 45 per cent. of total expenses and deposit interest for less than 
I5 per cent. The statistically minded will regret that similarly detailed 
information is not available for this country, although it is possible to publish it 
in the United States without undermining confidence in the banking system. 
Virtually the only respect in which United States experience runs parallel to 
our own is the comparative stability of dividends, which in 1944 absorbed 
little more than one-third of net profits and in 1945 are likely to take a still 
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smaller proportion. Banking profits in Australia were maintained in the year 
to June last compared with the preceding year. Figures issued by the Common- 
wealth Bank show that four banks disclosed profit of 3.9 per cent. on funds of 
£18,579,000 and paid a dividend averaging 3.6 per cent. 


ONCE again, the annual report of the Bank for International Settlements 
contains a great deal of interesting information not readily available elsewhere, 
such as the comparison of British and American export prices 
Cost of discussed earlier. One section, for example, discusses the 
the War cost of the two world wars. It is suggested that in terms of 
“1945 dollars’’ the direct cost of the first world war may 
roughly be put at $180 milliards, with indirect costs (mainly capitalized 
value of human life, property losses on land and sea, and loss of production) 
almost as much again. The total cost of the 1914/18 war has been easily 
exceeded by the direct costs alone of the present war. Thus, by the summer 
of 1945 the United States had spent over $280 milliard, the United Kingdom 
about $120 milliard, and Germany between Rm. 450 and 500 milliard, which 
it is suggested might correspond in purchasing power to some $150—$170 
milliard. For these three countries alone, therefore, the direct cost of the 
war has exceeded $550 milliard. Hence, the general conclusion is drawn 
that “ up to the summer of 1945 the total cost of the second world war (the war 
expenditure borne by the different Treasuries) would seem to have been in 
real values fully four times as high as the cost of the first world war.” 


THE Report gives a lucid and strictly objective account of the Bretton Woods 
agreements. The possible success of these Agreements, as everybody recog- 
nizes, depends ultimately on whether the United States is 

U.S.and _ to become a good customer of the rest of the world, by remain- 
Bretton ing prosperous and accepting imports freely on the scale com- 
Woods  mensurate with her creditor position. Most people would 
surely agree that the U.S. Administration has an enlightened 

approach both to international monetary problems in general and to the 
thorny question of the American tariff. On the other hand, the defeatist 
attitude which is so widespread is based largely on doubts whether this change 
of heart is shared by American public opinion as reflected in Congress, by 
which the efforts of the Administration are ultimately governed. Particular 
interest therefore attaches to the following comment of the B.I.S. on the 
present attitude of the American public: “ It would seem as if public opinion 
in the United States had been much impressed by the fact that the economic 
policy applied in the first part of the inter-war period, and evidenced by such 
tariff-raising measures as the McCumber-Fordney Act in 1922 and the Hawley- 
Smoot Act in 1930, did not avail to save the American economy from parti- 
cipation in a world-wide depression or even to reduce the degree of unemploy- 
ment as compared with other countries. In particular, it is realized that 
for a number of agiicultural products there is bound to be a surplus in the 
American market, and this surplus will have to be exported ; but exporting 
on an adequate scale will not be possible unless foreign countries have dollars 
at their disposal, and the bulk of the necessary dollars can be obtained only 
through imports into the United States. Thus American commercial policy 
must in future be as much concerned with attaining a high level ot imports 
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as with the promotion of exports—quite apart fiom the country’s interest as 
one of the world’s great creditor nations.” 


ONE very significant development during the war which has attracted little 
attention is the substantial correction that has taken place in the mal- 
distribution of gold holdings which reached its peak in 1941. 
The This movement has been due even more to the diversion of 
Distribution current gold production to countries other than the United 
of Gold States than to the actual decline in the United States monetary 
gold stock itself, as is brought out by the following table 

reproduced from the B.I.S. Report. 


WORLD GOLD RESERVES 
(In milliards of dollars at $35 an ounce) 











Change 
End 1941 to 
Gold reserves of : 1928 1941 June, 1945 June, 1945 
United States... i 6.5 2.7 20.2 — 2.5 
Other Countries .. ¥e 10.8 10.8 16.4 + 5.6 
Total nia wm ’9.3 33-5 36.6 + 3.1 
o/ % 0/ 
/O Oo /O 
U.S. share es ar nvr 38 68 55 


Note ; This table seeks to allow for unreported reserves as well as published reserves. 


It will be seen that even now the United States holds well over half of the 
total world gold stock. On the other hand, the B.I.S. implies that the extent 
of maldistribution in the past has perhaps been exaggerated. It is pointed 
out that the United States proportion of 38 per cent. in 1928 more or less 
corresponded to the share of the United States in the national income of the 
world, since the New World (the Americas and Australasia) accounts for more 
than 40 per cent. of all the goods and services produced. On the other hand, 
gold is now regarded almost exclusively as a means of settlement of inter- 
national transactions and as an external rather than an internal monetary 
reserve. The objection clearly arises, therefore, that it is not clear why 
gold holdings should be related to national income rather than to some index 
more closely related to external transactions, such as the volume of a country’s 
international trade. On this basis, the maldistribution must appear far greater 
than is implied by the B.I.S. analysis. As against this, again, it must be 
conceded that gold forms a natural counterpart for liquid capital, and if 
not only current transactions but also overseas investment of short-term 
capital is taken into account, the American holding in pre-war years begins 
to appear less exorbitant. 


VIOLENT fluctuations in Bombay bullion prices have followed the recent 
Indian bank note measures directed against the black market. This consisted 
of two ordinances, the Bank Notes (Declaration of Holdings) 
Ordinance and the High Denomination Bank Notes (Demoneti- 
zation) Ordinance. The former requires banks and Government 
Treasuries to turnish a statement of their holdings of bank 
notes on the denominational valie of Rs. 100 and abpve, 
as at the close of business on January 11. The return has to be in triplicate, 
holdings of each denomination have to be shown separately and the completed 
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return submitted to a branch manager of the Reserve Bank, or where there is 
no branch of that bank to a district magistrate or a senior revenue or police 
officer. In acknowledgment of the return, the official gives back a copy of 
the triplicate, noting the time and date of receipt, and this has to be produced 
when applying for an exchange into Rs. roo or smaller notes. The latter 
procedure is laid down by the second ordinance. Persons other than banks 
or Treasuries applying for exchange have to fill in a form indicating the name 
status and address of the applicant, the circle of his income-tax assessment, 
the nature of the business and the partners, his salary in the case of a salaried 
person, with particulars of the employment, and the reasons why the notes 
were held, together with proof of identity. In order to discourage “‘ benami” 
ownership, the ordinance provides that the person who signs any declaration 
shall be deemed to be the owner of the notes for all purposes. (‘‘ Benami” 
ownership simply means a nominee transaction ; be, without, and namt, name.) 
It will be seen that the measure involves an enormous administrative task, 
and surprise has been expressed that action was not taken instead on lines 
similar to those adopted in this country. 

The high denominational notes are estimated to make up about 12 per cent. 
of the total note circulation of some Rs. 12,000 million; that is, they are 
equivalent to some {112 millions. How large a proportion of this latter sum 
represents the working capital of black market operations is, of course, not 
yet known. It is only in the last generation that the Indian population at large 
has come to accept paper money readily, and a few years ago any measure 
of this kind would have dealt a severe blow to that development, but it is 
understood that the habit of using paper money is now thoroughly ingrained 
in the Indian population. 


SHADES of ancient controversies are raised by the issue of a fresh edition of 
Irving Fisher’s “‘ 100 Per Cent. Money,” first published in 1935. The proposal, 
in brief, is that the Government should turn into cash enough 


Pe . ‘ 3 

yng of the assets of every commercial bank to increase the cash 
F Serve et > 6 sekei y ° ” 3 

Money eserve to 100 per cent. of “checking deposits” (current 


accounts), the 100 per cent. ratio against demand deposits 
thereafter being compulsory. The banks would reimburse themselves for the 
loss of earning assets through a service charge made to depositors. Among 
the chief advantages claimed for this system are that there would be no more 
runs on commercial banks or bank failures, and that great inflations would be 
eliminated and booms or depressions greatly mitigated. 

Since the solvency of the British banks is unquestioned, the first advantage 
claimed has little relevance to British conditions. On the other hand, it is of 
interest to examine the claim that the 100 per cent. system would automatically 
produce stable money and therefore damp down the alternation of boom 
and slump. The first point to note is that the system would not completely 
stabilize the total money stock. Under the system, creation of additional 
credit held in the form of current accounts would be absolutely identical with 
the issue of notes under present conditions—and everybody knows that an 
excessive issue of notes can give rise to inflation. Secondly, additional credit 
can be created and held in the form of deposit accounts, in which event the 
banks can invest the funds commercially (and presumably pyramid on them 
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to a reduced extent) in the same way as in a conventional banking system. 
Hence the only effect would be to reduce secondary inflatidns due to pyramiding 
on a given credit base, and not to eliminate primary inflation. The system 

would thus act as a serious damper on monetary instability only on the 
unproven and probably unsound assumption that bank pyramiding is the 
chief source of fluctuations in the quantity of money. But even if the system 
should help to stabilize the size of the money stock, it still ignores altogether 
variations in the velocity of circulation, reflecting changes in business confidence 
and in the attitude of the public generally towards spending, which many 
people would regard as the.root cause of instability. To counter changes in 
velocity, the technique of central banking is clearly indispensable; under 
the Fisher svstem, central banking would be virtually eliminated and the 
system left without safeguards against velocity changes. Indeed, one cannot 
help feeling that Prof. Fisher is distinctly out of date at this stage in concen- 
trating his attention on stabilizing the volume of money instead of the flow 
of spending. 


HENCE it may be doubted whether the proposal has in fact a great deal to 
recommend it from the viewpoint of monetary policy. That being so, it 
becomes a very strong objection indeed that the entire costs 
Discouraging Of providing clearing facilities would be thrown on to the 
the shoulders of the current account holder. Carried to the lengths 
Depositor implied in the Irving Fisher proposal, this would undoubtedly 
provoke a large-scale shift out of bank deposits. To the extent 
that funds were shifted out of current accounts into deposit accounts, this 
would vitiate the effect of his proposals. But it is clearly necessary to reckon 
with a shift out of bank accounts altogether, into notes, thus increasing the 
supply of what Irving Fisher’s compatriots are in the habit of describing as 
“inflationary tinder.”” These points are of some interest to us in this country, 
because the Irving Fisher proposal to eliminate altogether any earnings on 
assets held as the counterpart of current accounts merely carries to its logical 
conclusion the train of thought implicit in the recent reduction of short-term 
rates. In the actual circumstances, the effect of this move has been mainly 
to stimulate a transfer of funds out of deposit accounts into Government 
securities. But in the long run measures designed to render the holding of 
bank balances less attractive might have far less innocuous repercussions. 


WiiLe the actual Christmas withdrawals of notes were on much the same 
scale this year as last, the total seasonal increase was rather smaller and the 
return of notes after the holiday has been considerably more 
Satisfactory Tapid. By January 23, the active circulation was already 
Note £45 millions down from the Christmas peak of £1,379.9 millions, 
Reflux compared with a reflux of only £21 millions over the corres- 
ponding weeks twelve months earlier. Moreover, the circula- 
tion of January 23 was only £15 millions higher than at the autumn low towards 
the end of October, whereas the corresponding period a year earlier witnessed 
a net expansion of £53 millions. Satisfaction at these movements, of course, 
must be tempered by the reflection that the actual circulation is substantially 
higher than a year ago, notwithstanding the departure of overseas forces. 
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Disclosure to Guarantors’ : 
us 
; | ow 
By L. Le M. Minty > al 
HE recent case of Cooper v. National Provincial Bank Ltd., 1945 2 All rs 
"Ter 641, has again raised the rather unsettled question of the extent | ™ 
to which a bank is required to give information to a proposed guarantor ck 
about the character and working of the account of a customer whose future 
liabilities to the bank are going to be guaranteed by the proposed guarantor, of 
The procedure under which a guarantor comes to sign a guarantee toa | th 
bank is not uniform and has to be varied in practice to suit the convenience } ” 
of the parties. In some cases the principal debtor is already overdrawn, _ 
and upon pressure being put upon him by the bank to reduce his overdratt, re 
or the customer wishing to obtain further accommodation, the bank agrees : 
to let the loan run on or increase it if the customer will obtain a guarantor - 
satisfactory to the bank. The customer suggests to the bank a name of A 
some person and gives information about his ‘business and where he banks, . 
and the creditor airs makes the usual inquiries through its credit service | ? 
to the bank ot proposed guarantor as to his standing and credit. If the , tt 
inquiries are satisfactory the form of guarantee is frequently sent to the 7 
guarantor’s bank and the guarantor signs it there, or hands it in there signed, gr 


and it is remitted to the creditor bank without that bank ever seeing 
the guarantor or discussing the account of their customer with him. I 
personally have signed at least four guarantees in my time on behalf of persons 
or clubs which have sought my assist: ince, and incide ntally I may say I have 
always had reason to regret my decision. The reason is that the ordinary 
form of bank guarantee is so comprehensive that a guarantor under its terms 
and conditions is put qua the creditor bank in practically the same position 
as the principal debtor, and whereas if he had lent the money direct himself 


supecesyuea oo 


on no security to the debtor, he would be able to “ put the screw on him” af 
and the debtor would regard himself under at least a moral obligation to rin 
repay, the attitude of the friend who has got a friend to guarantee his banking - 
account is always the same, “‘ my friend the guarantor has not yet been asked ° 
to fork out hard cash, and interest on the loan is meantime being paid by me, - 
by my account being debited, so why should I worry.” : 
It never strikes “the borrower that the interest is becoming part of the re 
original sum borrowed for which his guarantor friend autom: tically becomes | - 
liable, and so the debtor goes on running up debts to all and sundry until de 
the crash comes and the guarantor is called upon to satisfy his guarantee be 
and the debtor has no assets out of which the guarantor can get repayment. 2 
Meanwhile the bank satisfies itself by making inquiries from time to time Mt 
that the guarantor is safe for the limit of his guarantee and lets its customer = 
continue his account in debit without any remonstrance. I know, of course, du 
that a guarantor can at any time give notice to terminate his guarantee, but ” 
his notice under the conditions ot the guarantee does not take effect until os 
three months afterwards and the bank, if so disposed, can legally during that : 
interim period make turther advances to the limit of the guarantee. But | ss 


in any event by that time the debtor’s account is overdrawn to the guaranteed | 
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limit and the debtor’s affairs are in such a mess that in practice the guarantor 
has to pay up and then seek his own remedies against the debtor, which are 
usually worth nothing. Realizing often the hopelessness of his situation 
when it is too late the guarantor is persuaded to do nothing, hoping for the best, 
and writes letters to the debtor pleading with him to put his account in credit 
and release him from his liability, and the debtor takes the sort of interest 
in him that a busy housewife does when a man calls at the door on the odd 
chance of getting her to insure her life in an insurance company of low repute. 

The fact that the guarantee form has been returned through the bank 
of the guarantor is usually a sufficient safeguard to the creditor bank that 
the guarantor’s signature has not been obtained by forgery or fraud amounting 
to for.ery which would void the guarantee. There are cases of which Foster 
v. MacKinnon, 1869 L.R. 4 C.P., is the root authority where some person 
of poor education or feeble mind has been prevailed upon to sign a guarantee 
by representations made by the debtor that it is some totally different instru- 
ment, cf. Carlisle and Cumberland Banking Co. v. Bragg, 1911 1 K.B. 4809. 
Although the creditor bank is no party to such fraud, the guarantee may be 
held void as the guarantor has never intended to sign a guarantee and can 
plead ‘“‘ non est factum.”’ But short of forgery or fraud tantamount to forgery 
the general rule of law applies that the wording of the instrument speaks for 
itself and the guarantor cannot successfully avoid the instrument on the 
ground that he has been prevailed upon by the debtor to sign it by the debtor 
making false representations as to his position and intentions or the meaning 
of the document. 

This rule is absolute so long as the guarantee bank is not a party to the 
deception. If the bank manager, or other servant, or agent of the bank is a 
party to the fraud—for example supposing that the bank manager tells the 
guarantor that the customer’s account is in credit and has always been well 
conducted when in fact he knows that the debtor is liable on bills negotiated 
to the bank for a large sum and the bills will shortly mature and the effect 
of the guarantee will be that the guarantor will be made liable practically 
immediately for debts of the customer with which he has no concern—and the 
purpose of the guarantee is to enable the customer to get accommodation 
to carry out future dealings with the guarantor—such non disclosures will 
amount to fraud on the part of the creditor bank, which will entitle the 
guarantor to repudiate the contract of guarantee: Barwick v. English Joint 
Stock Bank 1867 L.R.2 Ex. 259. Whether or not such non disclosures will 
amount to fraud is largely a question of evidence and motive. Thus in 
Hamilton v. Watson 1845 12 Cl. & F. 109 (referred to later), the principal 
debtor was indebted to a bank that was soon after amalgamated with the 
bank holding the guarantee for a cash credit. The surety was not informed 
of the existing loan and the arrangements already made to carry out the 
amalgamation, and the money advanced was used to pay off an old debt 
due to the amalgamated bank, instead of, as was intended by the surety, to 
purchase goods from the surety. The non-disclosure of these circumstances 
was held not to discharge the guarantee. Likewise the subsequent non- 
disclosure by a creditor bank to the guarantor of a customer’s overdrawn 
account or facts from which the creditor bank should have deduced that the 
customer was defrauding the guarantor does not discharge the surety : National 
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Provincial Bank v. Glanusk 1913 3 K.B. 335. 

Some years ago the writer was instructed to advise a guarantor in circum- 
stances where the guarantor had, before agreeing to sign the guarantee, made 
all his arrangements with the debtor, including his undertaking to sign the 
guarantee. They had then gone to the creditor bank and discussed their 
project with the bank manager, who listened without interruption to all that 
was said by both of them and then produced the form of guarantee and 
correctly explained its import to the guarantor. The guarantor had been 
undoubtedly defrauded by the debtor, but the bank had made no gain out 
of the transaction apart from interest on the amount advanced, and the 
guarantor, not having asked any precise questions of the bank manager as 
to the character and credit and affairs of the debtor, and thus got no incorrect 
answers from the bank manager—I came to what I still think was the correct 
conclusion that there being no contract between the guarantor and the bank 
manager, which put the bank manager under a legal duty to advise the 
guarantor generally, and in so many words say “ our customer is a thorough 
rogue out to defraud you,” the guarantor stood no hope of getting the 
guarantee held void. 

From these and numerous decisions the rule has been established that 
where it is apparent to the banker that, by reason of the questions he is asking, 
the surety is labouring under a mistake as to the position of the customer 
debtor, and the banker wilfully withholds information so as to induce him 
to sign the guarantee, the banker is guilty of misrepresentation, and the surety 
may void the contract and disclaim liability. In other words, if the surety 
asks questions, the bank manager must give correct and full answers, and 
give all information, if it is obvious that such information would decide the 
guarantor not to enter into the contract of guarantee. But a contract of 
guarantee is not a contract “ uberrimae fidei,’”” and the bank is not under an 
obligation to disclose everything material or otherwise unasked, on the off- 
chance that it might affect the mind of the proposed guarantor. The recent 
case of Cooper v. National Provincial Bank Ltd., cit. supra, is an instance 
of the putting into practice of this rule. 

The facts were that the plaintifis had signed two guarantees dated 
September 25, 1942, for £650 and September 28, 1942, for £500 guaranteeing 
to the defendant bank the account of a Mrs. June Phyllis Maud Rolfs, trading 
as Vale Farms Co. He brought this action claiming declarations that the 
guarantees were void and the bank counterclaimed for £1,386 2s. 7d., which, 
with interest, was due on the two guarantees. 

Mrs. Rolfs was a married lady whose husband had been made bankrupt 
in 1935 and was an undischarged bankrupt at the time the guarantees were 
signed by the plaintiff. Until 1941 she had had her account at the Piccadilly 
branch of the defendant bank, but in 1941 it was transferred to the Lancaster 
Gate branch. The plaintiff was a customer of the defendants’ Southall 
branch. In 1942 Mrs. Rolfs opened an account at the Lancaster Gate branch 
in the name of “ Vale Farms Co. : June Phyllis Maud Rolfs trading as above.” 
Her reason for this was that about that time she was contemplating buying 
a farm at Pusey Vale in Wiltshire, which was to cost freehold £50,000 and 
the stock £20,000. Mrs. Rolfs was a lady of independent means and the 
price was to be paid partly by advances up to £20,000 in cash by her trustees 
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and partly by loans to be obtained from the defendant bank. The negotiations 
for the purchase of the farm in Wiltshire fell through, and Mrs. Rolfs had 
some plans for purchasing another farm near Hungerford, called Goodings 
Farm. This was the situation when the plaintiff first came into contact 
with Mr. and Mrs. Rolfs, and about this time, in June 1942, Mr. Rolfs obtained 
from the plaintiff a loan of £500 at 5 per cent., which was paid into the Vale 
Farms Co. account. In addition to 5 per cent. on the {500 advanced by 
the plaintiff, the plaintiff was to receive 25 per cent. of the capital appreciation 
between the sum of £27,500, the agreed price of the purchase of Goodings 
Farm, near Hungerford, and the sum of £40,000, ‘‘ the agreed price at which 
the property will be sold to the limited company now in course of formation, 
after deduction of the usual preliminary expenses which may be necessary, 
but it is agreed that such preliminary expenses shall not exceed the sum 
of £2,500.” 

The plaintiff thus stood to gain {2,500 if the deal with the projected 
company which was to acquire Goodings Farm went through. The trans- 
action between the plaintiff and the Rolfs was, therefore, an entirely business 
speculation, and the plaintiff had every motive and opportunity to make 
the fullest inquiries about the character and credit of the Rolfs. 

In July 1942 the plaintiff lent another £350 on an undertaking from Mr. 
Rolfs that the plaintiff would obtain {1,000 out of the profits of the £10,000 
which would become due to Rolfs on the completion of the transfer by Mr. 
and Mrs. Rolfs of the Goodings estate to the company. On July 23, 1942, 
Mrs. Rolfs gave her husband written authority to draw upon the account 
and to manage her business. On August 17 the plaintiff lent a further sum 
of {60, he having been told this was necessary to pay the outstanding wages 
of servants employed on the farm. Prior to July 23, when Mrs. Rolfs gave 
her husband this authority to draw on the account, Mrs. Rolfs had herself 
drawn some 12 cheques on the account, which Mrs. Rolfs had subsequently 
ordered the bank not to pay. It was urged, on behalf of the plaintiff, that 
this circumstance showed that the Rolfs were not in the habit of honouring 
their business engagements, and this fact should have been disclosed to the 
plaintiff. 

In September 1942 the Rolfs were in need of further money to pay for 
farm machinery, and the Vale account being then practically exhausted, 
they approached the plaintiff to guarantee an overdraft on the account. 
The plaintiff, after some discussions with the Rolfs, agreed to give a guarantee 
for £400, and so informed the manager of the Southall branch, where, as 
already related, the plaintiff kept his account, and at the same time the 
manager of the Lancaster Gate branch got in touch with the manager of the 
Southall branch, with the result that the manager of the Lancaster Gate 
branch prepared a form of guarantee which was sent to the Southall branch 
for the plaintiff to sign, for £400. 

The Gooding Farm had not yet been acquired by the Rolfs, and to obtain 
the purchase they needed to borrow much larger sums from the defendant 
bank, who were in communication with the solicitors acting for Mrs. Rolfs, 
with a view to getting valuations which would cover the advances from the 
bank, which would amount to some £22,000. 

On September 24, 1942, the plaintiff had a joint discussion with the Rolfs 
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and the manager of the Lancaster Gate branch about the general aspects 
of the venture, and the Rolfs promised to let the plaintiff have from their 
solicitors a full report. The plaintiff at this stage had not yet actually signed 
the guarantee for £400. According to the evidence of the manager of the 
Lancaster Gate branch, which the judge explicitly accepted, the plaintiff 
stated at this interview that he would sign the guarantee if he got satisfactory 
information from the Rolfs’ solicitors, and they, in fact, later wrote to him 
that the completion of the purchase of Goodings Farm would take place 
the following Wednesday. 

On September 25, 1942, the plaintiff called with Mr. Rolfs at the Southall 
branch and informed the manager that the guarantee was not to be for £400 
but for £650. Accordingly the guarantee form which had been prepared 
for £400 was destroyed and a fresh one was prepared to cover £650. The 
manager of the Southall branch informed the plaintiff that the guarantee 
was the usual form of bank guarantee and the names of the parties were 
underlined in red. The manager of the Southall branch, knowing little 
about the contemplated transactions between the plaintiff and the Rolfs and 
the Lancaster Gate branch of his bank, he merely being the agent instructed 
by the Lancaster Gate branch of the defendant bank to get the guarantee 
signed by his customer, did not discuss the project and merely read out the 
form of guarantce to the plaintiff prior to his signing it. The plaintiff swore 
in evidence that he did not notice that the guarantee was to be a guarantee 
of the account of “‘ June Phyllis Maud Rolfs—wife of Lionel Malcolm Rolfs, 
trading as Vale Farms Company,” but his evidence was not accepted on 
this point in view of the underlining in red on the guarantee form of the names 
of the parties. 

On September 28, 1942, the plaintiff called at the Lancaster Gate branch 
of the defendant bank and said he wanted to sign a further guarantee for 
{500. The bank not being content with the plaintiff's guarantee and requiring 
deposit of collateral security, the plaintiff produced a land certificate and 
deposited it with the bank under a memorandum of deposit, and also signed 
the further guarantee. Subsequently Rolfs was prosecuted for obtaining 
credit, being an undischarged bankrupt without disclosing the fact, and 
was convicted partly on the evidence of the plaintiff. 

The plaintiff then brought this action for declarations that the guarantee 
for £650 and {500 were void on the grounds that the bank had failed 
to disclose to him that Mr. Rolfs was an undischarged bankrupt, that he 
had obtained authority to draw upon the Vale banking account and that 
the account had in the past been irregularly worked by reason of the cheques 
referred to having been stopped before the plaintiff signed the guarantees 
already mentio ned. Lawrence, L. J. (trying this case as a judge of first 
instance), cited the well-known passage in the judgment of Lord Campbell 
in Hamilton v. Watson, 1845, 12 Cl. & Fin. 109 at p. 119: 

“Your Lordships must particularly notice what the nature of the 
contract is. It is suretyship upon a cash account. Now the question 
is what, upon entering into such a contract, ought to be disclosed ? 
And I will venture to say, if your Lordships were to adopt the principles 
laid down and contended for by the appellant’s counsel here, that you 
would entirely knock up those transactions in Scotland of giving security 


ects 
heir 
ned 

the 
ntiff 
tory 
him 
lace 


hall 
400 
ired 
The 
itee 
vere 
ttle 
and 
‘ted 
itee 
the 
ore 
itee 
fs, 
on 
nes 


ich 
for 
ing 
ind 
1ed 
ing 
nd 


tee 
led 
he 
iat 
1eS 
eS 
rst 
ell 


he 
on 
1? 
les 
ou 
ty 


a . a, 


es nae 





DISCLOSURE TO GUARANTORS 75 





upon a cash account : because no bankers would rest satisfied that they 
had a security for the advance they made, if as it is contended, it is 
essentially necessary that everything should be disclosed by the creditor 
which is material for the surety to know. If such was the rule, it would 
be indispensably necessary that everything should be disclosed by the 
creditor that is material for the surety to ‘know. If such was the rule, 
it would be indispensably necessary for the banker to whom the security 
is to be given to state how the account has been kept: whether the 
debtor was in the habit of overdrawing: whether he was punctual in 
his dealings: whether he performed his promises in an honourable 
manner: for all these things are extremely material for the surety to 
know. But, unless que stions be partic ularly put by the surety to gain 
this information, I hold that it is quite unnecessary for the creditor 
to whom the surety is to be given, to make any such disclosure: and 
I should think that this might be considered as the criterion whether 
the disclosures ought to ty made voluntarily, namely whether there 
is anything that might not naturally be expected to take place between 
the parties who are concerned in the transaction, that is whether there 
be a contract between the debtor and the creditor, to the effect that 
his position shall be different from that which the surety might naturally 
expect : and, if so, the surety is to see whether that is disclosed to him. 
But, if there is nothing which might not naturally take place between 
the parties, then if the surety would guard against particular perils, 
he must put the question, and he must gain the information which he 
requires.” 

Lawrence, L. J., held that the point in regard to non-disclosure of the 
stopped cheques was covered by Lord Campbell’s dicta and there was no 
need to disclose them. Further, there was nothing unusual in the contract 
between the plaintiff and the debtor, Mrs. Rolfs, which made the position 
between them such as the surety would not naturally expect. There was 
nothing unusual in a wife giving her husband authority to draw upon her 
account : moreover, it was not a matter of contract between the bank and 
her: it was a unilateral authority by her given to her husband, and the fact 
that he was an undischarged bankrupt did not, in his opinion, make it so 
unusual that it ought to be communicated. If it could be said that the 
account he was guaranteeing was not the account of the wife at all, but 
was the account of the husband in reality, and the bank took a surety for 
the wife’s account, knowing that it was the husband’s, who was an undischarged 
bankrupt, it might be, possibly, that that would be a matter which they 
ought to disclose: but the bank neither knew that nor had any reason to 
think it. The account was operated by the husband, and the idea of the farm- 
ing venture was that the husband should manage it, but all the facts which 
have been proved in evidence before him tended to show that it was the 
wife’s, and that the funds which were being used were the funds of the wife 
in so far as they were not the funds of the bank. He accordingly dismissed 
the plaintiff’s claim with costs and gave judgment for the bank for 
£1,386 5s. 11d. and costs on the counterclaim. 
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The 1945 Bank Accounts 


fe pre-war years the country was in the habit of looking to the annual sym- 





posium of bankers’ speeches for a thoughtful and illuminating review of 

the financial and economic problems of the time. Some of the speeches 
of the late Mr. Reginald McKenna, in particular, represented studies in economic 
analysis on an intellectual level unsurpassed anywhere. It is to be hoped that 
next year the annual speeches will revert to their normal form and resume 
their traditional importance. Meanwhile, the 1945 speeches once again appear 
in the war-time Ersatz shape of abbreviated statements. Even so, some of 
the chairmen manage to cram into this condensed form many pithy and 
useful comments on current affairs; others, unfortunately, make only the 
most perfunctory ceferences to wider issues or confine their observations to 
pious platitudes. This is especially regrettable on the present occasion, since 
1945 has been a more than normally eventful year, which has seen such 
developments as the beginnings of reconstruction, the Washington Agreements, 
which promise to lay the foundations of the whole future currency and trading 
systems of the world, and the Bank of England Bill, which transforms over- 
night the legal basis of British banking, howev et limited its immediate practical 
implications. 

Probably the most interesting passages in the present series are the excellent 
discussions of the Washington Agreement in the exceptionally incisive state- 
ment by Mr. Rupert B Seckett of the Westminster Bank, and in Lord Balfour’s 
first annual contribution as chairman of Lloyds Bank in succession to Lord 
Wardington. Both chairmen welcome the agreements in general, while quali- 
fying this approval by reasoned criticisms of particular aspects of the proposals. 
After pointing out that “‘ we simply can’t afford isolation ” and that Bretton 
Woods does not involve a return to the gold standard—or, indeed, to anything 
else—Mr. Beckett puts the general case for the agreements in the following 
passage 

“First, in conjunction with the activities of the International Bank 
for Reconstruction and Development and the easing of trade conditions which 
is the objective of the forthcoming International Conference on Trade and 
Employment, a much improved foundation for world trade should be laid, 
with greater international consultation, co-operation and co-ordination. And 
secondly, the Bretton Woods provisions seek to ensure that if, notwithstanding 
better organized trading conditions, and notwithstanding also the support 
which the Fund affords to a country in difficulties with its trade balance on 
current account, devaluation becomes necessary, then it shall be effected in 
a gradual, precise and orderly fashion, with the minimum of upset to the 
economies of other countries. In other words, the chaos caused by unilateral 
devaluation is now sought to be remedied, first, by ensuring better and more 
settled trading conditions to minimize the need for devaluation, and, thereafter, 
to blunt the keen edge of devaluation for the world in general. These steps 
seem to me a great adv ance in combating the evils that arose under the Gold 
Standard, because they are directed to attaining considerably greater exchange 
stability.” 

Mr. Beckett points out, as we stressed last month, that if Imperial Preference 
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makes some sacrifice in the general movements towards a lowering of obstruc- 
tionist trade barriers, it will only be in return for compensation in the shape 
of freer access to the vast American and other markets. He holds that the 
amount of the loan has been cut too fine, having regard to the relinquishment 
of exchange control over current payments at the end of this year, and 
concludes by emphasizing the responsibility of creditor countries if the 
multilateral system is to work successfully : 

““ The scheme for an International Clearing Union, presented in 1943, sought 
to introduce certain provisions for placing on creditor countries, as well as on 
debtor countries, some pressure to share the responsibility for maintaining 
reasonable stability in the balance of international payments. In each new 
plan that has since been put forward, however, this point has lost its emphasis, 
hav ing been merged into the more general consideration of procedure when 
scarce currencies arise. Among the governing principles of the present plans, 
prominence is rightly given to the desirability of attaining high and stable 
employment in all countries. In pursuit of this aim, and at all costs to avoid 
a re petition of the nightmare of unemployment, countries may prove hesitant 

to make a determined onslaught on existing trade barriers ; it will be the task 
of statesmen to reconcile the welfare of their own domestic industries with the 
admitted need for a freer flow of world trade. International loan obligations 
can be fulfilled only by the passage of goods from debtoi to creditor countries, 
and without adequate acceptance of imports by creditor countries the payment 
of both principal and interest will be jeopardized, if not indeed rendered 
impossible.”’ 

Lord Balfour is more critical of the financial agreement, whose terms in 
his view impose a disproportionately onerous burden, while “‘ the period 
within which current sterling receipts are to become fully convertible is 
dangerously short.”” This is, of course, very similar to Mr. Beckett’s conclusion 
that the loan was cut too fine; for the efiect of postponing convertibility 
would be to husband exchange resources after 1946 by substituting a further 
accumulation of sterling balances, and the validity of the criticism depends 
on the assumption that our overseas suppliers would in fact continue to be 
prepared to accept additional sterling and would not press for conversion of 
a larger share of their old balances if convertibility on current account were 
still withheld. However, Lord Balfour makes a very interesting point in 
calling attention to Article 12 of the Agreement, which gives us the right 
to call for reconsideration of any of the provisions should the conditions of 
international exchange justify it ; which, as he says, ‘‘ should eliminate any 
risk of our being forced into default due to a failure of our American friends 
to play their part as a great creditor nation.’’ Bretton Woods itself Lord 
Balfour supports without reservation, and it will be noted that he, like 
Mr. Beckett, refers especially to the importance of the Bank for Reconstruction : 

‘With our export trade in view, we cordially welcome the Bretton Woods 
Agreement, the first international attempt in history to secure stable exchanges 
in the interest of international trade other than by the old rigid gold standard. 
Article VII of the Agreement, dealing with ‘ scarce currencies,’ is specially 
welcome as an earnest of American good intentions. A valuable part of the 
Agreement is the establishment of the International Bank for Reconstruction 
and Development, the operations of which, if they can be set in motion quickly, 
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should be of assistance in tiding over the difficulties of free convertibility of 
sterling at so early a date. 

“We are also able unreservedly to welcome the American proposals for 
consideration by the forthcoming international conference on trade and unem- 
ployment, reassured as we have been that we shall enter into the negotiations 
completely free of any prior engagement or implication which might have been 
harmful to inter-imperial trade relations. 

“Summing up the net result of the Financial Agreement, the Bretton Woods 
Agreement, and the American Agenda for the Trade Conference, which must 
be taken as a whole, I would say that, disappointing as the Financial Agreement 
may seem to us as a reflection of the common effort which led to the common 
victory, the arrangements none the less are full of hope and promise for the 
future; it is to the future that we now must turn with confidence and deter- 
mination.” 

Some of the other chairmen take a less hopeful view of the arrangements, 
notably Sir Robert Noton Barclay of the District in the following passage :— 

“ The fulfilment of the many-sided agreement which has emerged cannot 
be without anxiety. Especially is this so regarding the reactions it may have 
on our export trade, the expansion of which is so vital to our future prosperity. 
None the less, seeing that a common basis for financial and commercial 
co-operation with the United States is thereby provided, this plan does offer 
some hope of world economic unity.” 

Mr. Edwin Fisher, of Barclays, contents himself with urging that as far 
as is consistent with our own pressing needs for consumer goods, the resources 
available should be used for reproductive capital expenditure and for buying 
materials required for our export industries. 

Whatever the general framework of international trade, it is vital that 
our export industries should be able to produce efficiently and at reasonable 
prices. It is significant that more than one statement stresses the danger of 
the wrong type of productive organization being built up during the transition 
phase when all countries will be clamouring for goods and price will be, 
temporarily, a secondary consideration. 

Turning to domestic affairs, one notes with especial pleasure Mr. Beckett’s 
plain speaking in support of that much-abused institution, private enterprise : 
‘“ The nation has recently elected to office a Socialist Government, which seems 
bent on pressing forward with all speed its programme of nationalization for 
many major industries, whilst private enterprise is to take second place—and 
as a firm believer in the proven success of private enterprise, [ cannot but feel 
that the Government is putting the emphasis in the wrong place.’’ It is 
certainly undeniable that uncertainty must act as a severe deterrent on 
enterprise ; and “ industry as a whole is in a state of perplexity and indecision 
at present, at the very time it needs every aid and encouragement to go 
forward. . . . How can our industries be expected to plan ambitious pro- 
grammes and put them in train until their anxieties are allayed and their 
future status made clear ? ” 

Comments on the Bank of England Bill mainly stress that no positive 
benefit is to be expected from this measure, which at the best may do little 
harm if, as Sir Noton Barclay says, “‘ it does little more perhaps than legalize 
a relationship which has for some years been closely maintained between the 
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Central Bank and the Treasury.’”’ On the other hand, some chairmen are 
not so convinced that the matter will end there; Mr. Beckett, for example, 
‘can foresee difficulties arising in the future between banker and customer 
unless great care and restraint are used in the exercise of the powers of direc- 
tion’’; while Lord Balfour observes that ‘‘ whether the introduction of a 
certain rigidity where formerly there was flexibility, will do harm, the future 
alone can show.”” At the same time, Lord Linlithgow, in his maiden contri- 
bution as chairman of the Midland, points out that the legislative changes 
have evoked no signs of active concern or uneasiness on the part of the public 
either at home or overseas, adding that: ‘“‘ It would be a sad day for the 
City of London, and a sad day for ‘the nation which needs its earnings on the 
balance of international payments, if her credit in the eyes of the w id wer 
to be shaken; and this in itself, quite apart from Britain’s reputation for 
integrity, is one of the strongest guarantees of the continued soundness of 
sterling and the sustained efficiency of the British banking system. Here too, 
there has happily been no sign of uneasiness abroad as to the effects of the 
constitutional changes.’’ Similarly, Mr. Colin Campbell sees no reason to 
suppose that the “‘ intimate and friendly relationship which has existed between 
the Bank of England and the clearing banks” will not continue. 

While there is no tendency to deny the need for controls in general, more 
than one statement contains a warning against excessive austerity. Thus, 
Mr. Bates, of Martins Bank, says: ‘‘ How far regulated austerity on a national 
scale will affect the initiative and effort necessary for the expansion of our 
world trade remains to be seen but, while realizing the need to avoid unnecessary 
expenditure, there is still the risk that over-emphasis of austerity may tend 
towards frustration in commerce and limitation of effort. One country’s 
import is another’s export and it is useful to remember that interference or 
restriction in either case may cause unexpected reactions abroad affecting our 
trade elsewhere.” True as that is under normal conditions, it would seem that 
this country is in a special dilemma in which a fair measure of austerity is 
inescapable: for in general the manufactured goods of which we have to 
deny ourselves are less essential than the food and raw materials that have 
to be secured in exchange ; while for a debtor country every export does not, 
unfortunately, mean an import, and this country is now a debtor on balance. 

A common feature of the statements is an emphatic tribute to the staffs, 
— mention being made in several cases of the personnel of the Channel 

Islands branches who carried on under the German occupation. Mr. Bates 
discloses that of the 2,759 men and 751 women of the pre-war staff of Martins, 
1,590 men and 75 women went inte the Forces or other forms of national 
service, 88 being killed. The Midland had a pre-war staff of 14,100, of whom 
more than 8,000 men and 400 women joined the Services, 420 men being killed 
in addition to 25 civilian casualties, while 156 were decorated or mentioned 
in despatches. Incidentally, Lord Linlithgow states that the staff reached 
its lowest point in May last, at 11,800, and by the end of the year had recovered 
only to 12,600. Barclays had 6,033 of its officials in national service, including 
more than 50 per cent. of the pre-war staff, 418 being killed and 12 still missing. 
Awards and commendations numbered 202, while 2,367 received commissioned 
rank. Lloyds had 5,136 in the Services, of whom 333 were killed, while 120 
received decorations and 189 mentions in despatches. The number demobilized 
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up to the end of the year was 1,227. Of Martins’ 570 branches, only 7 werd 
destroyed but 153 damaged and 82 closed. Barclays’ branches suffered 
1,713 incidents to 755 buildings, of which 1,331 incidents and 467 incidents and 
467 buildings were in the London area. Those actually destroyed numbered 31, 
severely damaged 73, and a further 651 suffered some damage. The National 
Provincial suffered damage to 503 branches, 153 in London, 26 being totally 
destroyed or damaged beyond repair. 

The consensus of opinion seems to be that the recent cut in short-term 
interest rates cannot be fully recouped from the reduction in deposit interest 
allowances, as might be deduced from the fact that the cut involves a } per 
cent. loss of earnings on {2,228 millions of assets, taking the November figures, 
whereas deposit accounts in that month totalled only £1,535 millions, after the 
f{100 millions drop in two months obviously prompted by the announcement 
of the new terms (coupled with the Chancellor’s hints of cheaper money). 
The various comments would imply that the effect on the earnings of individual 
banks may not be altogether uniform. Thus, Sir Noton Barclay observes 
“the result on our earnings for a full year has yet to be ascertained ” ; 
Mr. Fisher says that “‘ the new rate structure will doubtless tend towards some 
diminution in future profits’’; while Mr. Beckett looks for “a substantial 
depletion of our income,” and Lord Balfour believes that the reduction will 
‘“ inevitably have a serious effect upon our future earning capacity.”’ Mr. Colin 
Campbell makes the further point that low interest rates in any case usually 
mean a diminution of the ratio of profit margins; and he holds that the 
“ substantial inroads ’’ into banking profits resulting from the lower T.D.R. and 
money market rates can be offset only in part by the lowering of deposit 
interest. 

When one allows also for probable increases in the salary bill and other 
costs, the indications are clearly that 1945 may have seen the peak for the time 
being of the war-time increase in bank earnings. The upward trend has 
in any case been flattening out steadily for the banks as a whole, as will be 
seen from the following table showing the profits and appropriations of eight 
clearing banks: 


PROFITS AND APPROPRIATIONS 
‘Bic FivE”’ AnD ‘‘ NORTHERN THREE ”’ 
(£’000s omitted) 


To: 1942 1943 1944 1945 
Contingencies oe es wis 700 800 450 550 
War Contingencies .. ee és 500 500 400 250 
Pensions, etc. ee ai as 700 600 705 642 
Premises, etc. re aa ma 490 820 840 1,010 
General Reserve... ws os 600 600 1,400 1,400 
Carry forward oe ee é- 110 2506 100 297 
Total to Reserves .. ~s ea 3,100 3,576 3,955 4,149 
Dividends .. “e o% ae 5,349 5,350 5,353 5,353 
Net Profits .. ee ue om 8, 8,932 9,308 9,502 


It will be seen that the combined increase in net profits last year was only 
£194,000, compared with {£376,000 in 1944 and £483,000 in 1943. Even so, 
the apparent profits of the Big Five now show an increase of close on 20 per 
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cent. compared with the 1929 peak level, and of nearly 30 per cent. on 1939, 
as is brought out by the following estimates of earnings before tax, reproduced 
from the Financial Times : 


APPARENT PROFITS BEFORE N.D.C. AND INCOME-TAX 
Peak: Slump 


” 


1929 6‘ low 1939 1941 1942 1943 1944 1945 
#000 )=— f’000._—s— f{’000.—s f’000.—Ss f’000.—Ss f’000.—s f£’000_—s £000 


Barclays .. +» 2,910 2,070 2,890 2,841 3,220 3,335 3,523 3,665 
Lloyds as so 3,280 1,920 2,575 2,675 2,872 3,189 3,485 3,431 
Midland .. o. 2598 2,690 3,540 4,135 4,204 4,177 ,291 4,329 
Nat. Provincial .. 2,310 1,650 1,977 2,222 2,383 2,645 2,675 2,855 
Westminster o« 2,700 1,950 2,390 2,499 2,605 2,837 2,878 2,959 

Total .. »+ 14,430 10,280 13,372 14,372 15,341 16,183 16,852 17,240 


(1929 = 100) 
Péak: Slump 
1929) 6 “‘ low” ~=_:1939 1941 1942 1943 1944 1945 


Barclays .. ae 100 77.1 99.3 O7.9 0.7 2855.2 I2I.I 126.0 
Lloyds ee és 100 60.3 81.0 84.2 90.3 100.3 109.6 108.0 
Midland .. ae 100 80.8 106.3 124.2 126.3 125.4 128.9 130.0 
Nat. Provincial .. 100 71.8 85.6 96.2 103.3 114.5 4115.8 123.5 
Westminster ee 100 72.5 88.5 92.5 96.5 105.1 106.6 109.6 
“Big Five” es 100 7.3 92.7 99.6 106:3 122.2 1236.8 180.4 


It goes without saying that the dividends paid are once again unchanged, 
with the result that nearly half of the current profits are being ploughed back. 
As regards appropriation, the principal trends are a decrease in the amounts 
provided for contingencies, and on the other hand an increase in transfers to 
published reserves. Only one bank this year made a further provision for 
war contingencies, while the Midland Bank actually transferred £348,012 from 
the contingency fund to the reserve fund, raising the latter to equality with 
the paid-up capital, at £15,158,621. It will be seen that, including this transfer, 
the published reserves of the eight banks have been strengthened by £4,348,000 
over the last four years, while £763,000 has been added to balances carried 
forward. In these appropriations it is perhaps possible to discern the tentative 
beginnings of a movement to improve the ratio between published figures of 
wholly-owned resources and deposits, reduced to 3 per cent. or less by the 
war-time credit expansion; though only substantial amounts of additional 
capital would significantly change this ratio and the general public has certainly 
shown no signs of uneasiness on this score. 

The trend of costs being given, future earnings must depend largely on 
the trend of advances and the movement of deposits. On the former point, 
several of the chairmen seem to accept the recent recovery in this item as 
evidence of a definite reversal of the former downward trend, though Mr. Fisher 
points out that the transition phase must give rise to exceptional demands for 
credit, so that it may still be a little early to take a decided view. 

While it is true that the great expansion of deposits over the past six years 
has been a reflection of the expansion in the national debt, it naturally does 
not follow that the restoration of equilibrium in the national accounts would 
automatically bring the credit expansion to a close. Given a cheap money 
policy, the volume of deposits is determined ultimately by the liquidity 
preference of the public, so that any factor setting up an increased demand 
for liquid assets would necessitate credit expansion as the counterpart of 
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operations in support of the gilt-edged market. At the same time, the total 
stock of money is now abnormally high in relation to the level of national 
income, so that, other things equal, some funding of deposits out of current 


CLEARING BANK MAIN EARNINGS ASSETS 


(£ millions) 


Investments Advances 
1945 1944 Change 1945 1944 Change 
Barclays 220.7 217.3 + 3.4 168.5 159.0 + 9.§ 
Lloy 221.2 204.1 +17.1 EI7.2 104.4 +12.7 
Midland ° nv 259-4 233-3 +26.1 175-5 168.1 + 7.4 
Nations Il Pr vincial | 133.1 130.7 + 2.4 130.9 114.5 +16.4 
Westminster .. 172.5 168.8 + 3.7 109.4 IOL.4 + 8.0 
Coutts 18.3 15-5 + 2.8 8.1 7-5 + 0.6 
Glyn Mills oe +e 21.1 21.5 — 0.4 13.9 12.9 + 1.2 
Martins ae ai ‘a's 68.4 60.8 + 7.6 33.1 30.6 + 2.5 
District a oe ee 60.9 59.0 + 1.9 24-4 21.8 + 2.6 
National ‘ at ua 26.8 25.1 Yr 9 14.0 14.: — 0.3 
Williams Deacons .. i 29.2 26.7 + 2.5 11.6 11.6 —- 
CLEARING BANK LIABILITIES AND ITEMS IN COURSE 
(£ millions) 
Capital Cheques 
and and 
Reserves Deposits, etc. Acceptances, etc. Balances 
1945 1944 1945 1944 1945 1944 1945 1944 
Barc mye ia . a7 3 27.13 1,008.0 917.8 14.7 15.1 37-5 35.8 
Lloyds . as ai 26.8 26.3 867.5 819.0 30.6 30.3 36.4 32.0 
Midland “a 30.3 29.3 1,060.9 1,004.I 23.9 14.6 37-3 35-3 
Nations 1 Provincial ‘s 19.8 19.6 619.3 589.9 13.8 10.8 23.0 23.9 
Westminster .. “Ke 18.6 18.6 642.4 598.9 14.2 15.2 28.7 25-5 
Coutts .. “« oe 2.0 2.0 41.9 39.0 1.2 r.3 1.5 1.0 
Glyn Mills a a 1.9 1.9 67.9 62.6 4-3 4.0 3.0 1.8 
Martins. . ‘8 a 8.3 8.2 213.2 204.8 8.7 8.3 10.5 8.8 
District. . xe - 6.0 6.0 179.3 169.7 4-0 2.8 6.7 6.2 
National : es 2.5 2.9 61.0 55-0 0.5 0.2 t t 
Williams Deacons ea 3.0 2.9 84.9 80.5 o.1 o.I 5-4 5-5 
+t Not shown separately. 
CLEARING BANK LIQUID ASSETS 
(£ millions) 
Cash in Hand Money at Call. Discounts. T.D.R. 
1945 1944 1945 1944 1945 1944 1945 1944 
Barclays we a cit.7 95-6 42.0 24.3 95-5 30.7 345-0 368.0 
Lloyds oe ae 94.8 93.6 31.3 35-4 74.8 26.5 290.0 315.0 
Midland ‘ ee 117.2 106.0 45-0 44.5 99.5 30.1 339-0 392.0 
Nati nal Provincial. . 70.4 73.8 30.8 23.2 35.1 20.3 200.0 214.0 
Westminster ee 69.4 64.1 40.9 23-4 45-4 15-3 187.5 212.0 
Coutts ee eo 1-4 4.1 S.2 5.4 1.5 1.5 6.5 5-5 
Glyn Mills .. oe 7:2 7.0 16.1 10.5 E.2 1.6 6.5 8.5 
Martins ive ee 24.1 22.7 2.2 10.4 5.0 4.8 65.5 71.0 
District ae oe 19.9 19.0 6.9 6.6 8.3 7.8 57-5 54-5 
National “4 ie 7.5 6.7 14.5 10.7 0.8 0.8 3.0 1.0 
Williams Deacons .. 9.7 8.3 4-5 4-2 - 3.2 24.5 25.0 


savings should be possible over the next few years without prejudice to the 
structure of interest rates. One factor of some importance is the method 
by which companies finance their reconstruction : that is, the extent to which 
they do so by drawing on their cash reserves or selling securities respectively. 
It is well known that by far the greater part of the war-time addition to deposits 
has gone into the hands of companies. Over the three years 1942 to 1944, 
personal deposits are estimated to have risen by only £466 millions, although 
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personal savings for that period are placed at £3,880 millions: in other words, 
less than 14 per cent. of current personal savings have been held in the form 
of bank deposits. A substantial release of cash from the company sector to 
the personal sector would thus create conditions favourable to a funding of 
deposits, whereas on the other hand substantial sales of gilt-edged by companies 
would probably call for credit expansion. 

For purposes of reference, the usual tables are appended summarizing the 
movements in the principal balance sheet items by individual banks. The 
following table summarizes the accounts of the three discount houses 


DISCOUNT HOUSE ACCOUNTS 


Profits Deposits, etc. 

1943 1944 1945 1943 1944 1945 

£’000 £’000 £'000 £m. £m. fm. 
Alexanders .. os 04.2 95-2 88.8 53-3 67.0 68.2 
National .. es 196-6 196.4 201 °3 72.6 81.8 87.9 
Union es oe 228.1 235.0 245-9 114.6 138.5 144.7 

Investments, etc. Bills, etc. 

1943 1944 1945 1943 1944 1945 

£m. £m. £m. £m. £m. £m. 
Alexanders .. os 20.7 23-5 18.7 34-1 44-4 50.2 
National .. ae 18.9 25..2 15.6 54.1 61-4 73.5 
Union ‘i a 23.8 25-4 29.7 93.0 115.2 116.5 


France at the Crossroads 
By Walter Hill 


RANCE has suffered grievously during the war—in some respects more 

than Britain. She has lost some two-fifths of her capital wealth, com- 

pared with a quarter lost by this country. One-fifth of her capital equip- 
ment has been stolen, destroyed or worn out; of the remainder, much is 
dilapidated. The Government’s gold and foreign exchange reserves have fallen, 
in terms of dollars, from $3,200 millions to $1,800 millions. Present private 
investments overseas are officially estimated at no more than $1,000 millions. 
The currecnt rate of production of goods and services—and the volume of 
consumption—is no more than three-fifths of the pre-war volume. The country 
has also suffered injury to its human wealth ; the population has declined by 
1,200,000, from 41,500,000 to 40,300,000. 

Yet, serious though the ravages a the war have been, France is economically 
and financially no more beyond recovery than Britain. Given an organized 
and well-directed effort, sustained by the active co-operation of the public, 
France could not only rise again but easily surpass her former economic 
achievements well within a decade. Unfortunately, the start has not been 
too good, though for political and administrative, rather than for economic and 
financial, reasons. Indeed, it is quite futile to discuss any one aspect of the 
French economic and financial position without reference to French politics. 

The recent general election gave almost equal representation to three 
parties: the Communists, the Socialists and the Popular Republicans. 
Together, these three control more than four-fifths of the seats in the Assembly. 
The remainder ate the remnants of the Radical Socialists (the governing party 
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between the two wars) and of the Right-wing parties. The Socialists, therefore, 
hold an uneasy balance between a forceful Left and a forceful, though as yet 
less well- -organized Right. 

Ever since the liberation of the country the Communists have been strivin 
hard, by the clever use of political tactics, to ensure the union of the, French 
working-classes. Since this might mean the transference to the Communists of 
a large proportion of Socialist votes, the Socialist leaders have tried as strenu- 
ously to resist the Communist project and have, in fact, given their support to 
General de Gaulle at the recent election. The same reasons that prompt the 
Communists to form a union of the working-classes, led General de Gaulle 
and the Popular Republicans to seek close association with the Socialists, 
but by way of an alliance 1ather than by absorption. Since, in the matter of 
economic doctrine, the Socialists are more akin to the Communists than to the 
Republican and Right-wing parties, a definite alliance with the Right would 
cost them dearly in votes and representation. The chances are that at the 
next election the Socialists will still hold the balance of power—whatever 
re-groupings take place on the Right—but by a narrower margin. 

Although hard-pressed, the Socialists are thus in a key position—at least 
temporarily. They have given proof of their power by withdrawing their 
support from General de Gaulle—who promptly re signed the Premiership— 
in the matter of the new Constitution that is now being drafted. The Socialists 
believe in the supremacy of the National Assembly (the French Parliament) ; 
General de Gaulle believes in the supremacy of the Executive, on the lines of 
the American Constitution. Those Frenchmen who feared that, given his 
wish, General de Gaulle might impose an authoritarian régime now have to 
demonstrate that one more akin to the British model can be set up and worked 
efficiently. France needs firm government. A strong and dynamic Socialist 
party, respectful of tradition, might be able to restrain militant Communism 
and anti-Communism ; a weak and divided Socialist party would risk failure. 
French democracy is now on trial. 

The Communists know exactly what they want in economic and financial 
policy, though they are willing to go slow and to bide their time. The Socialists 
and Popular Republicans have hitherto given little proof of clear thinking. 
The weakness of the moderate and Right parties is not that they are more tr .di- 
tionalist—this could be a source of strength—but that they do not hold out 
to the people dynamic policies of economic and social reform and _ recon- 
struction. And this is what the people want and have voted for. There is, 
in short, an astonishing lack of appreciation of economic realities among the 
moderate parties, a weakness that the Communists naturally exploit to their 
advantage. One important qualification to this conclusion is the recent 
creation, under the able direction of M. Jean Monnet, of a National Planning 
Council, with the specific object of increasing the productivity of French 
industry and agriculture by the modernization of methods and equipment. 
But everything depends on whether he wiil be given a real chance. 

France, then, is in the midst of a struggle for power, with an election due 
next May (unless the present Assembly extends its duration). If there were 
agreement on major national objectives, party politics, though exacerbating, 
would not stand in the way of recovery. Unfortunately for the country, 
however, party politics are all-embracing, dominating even food policy. Left 
blames Right for everything that has gone wrong; Right accuses Left with 
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equal vehemence. In an attempt to break the power of industry and finance 
for their own election ends, the Left cleverly feeds on war-time propaganda ; 

although France’s quota of real traitors was probably no greater than that 
of other occupied countries, the Right, and even the moderates, had made 
the error, during the occupation, of. pursuing or tolerating anti-Left policies. 

The tragedy is that the national interest is often lost sight of in this atmo- 
sphere of party politics, and that the national will to recover is not finding 
expression in policy. This will to recovery undoubtedly exists, for whenever 
there has been a concerted effort to achieve a given aim, success has been 
outstanding. Wonders have been worked in the rehabilitation of the country’s 
transport system, and in the restoration of coal production to the pre-war 
level. There is no lack of vitality ; but it is spent in political conflict rather 
than bent on the achievement of national aims. It is scarcely surprising, 
therefore, that the high hopes of the people after liberation, have given way 
to a deep sense of frustration, often tinged with bitterness. Despondency is 
not so much due to the fact that material conditions are still diffic ult—and 
they are still very difficult—as to the absence of hope-inspiring policies. 
It remains to be seen whether M. Gouin’s new plan, which aims at the curtail- 
ment of public expenditure (especially on defence) and the stabilization of 
wages, will command the general support of the French population and 
break the deadlock. 

French economic needs are obvious enough. The country needs a minimum 
of consumer goods, for without this it is incapable of the sustained effort required 
for rehabilitation and reconstruction. Secondly, it needs extensive moderniza- 
tion in industry and agriculture to lift productivity and the national income 
above the pre-war level. The achievement of both these aims requires heavy 
imports and, except in the short run—when foieign assets and credits can be 
drawn upon—a big expansion in the export of goods and services. 

True, lip-service has frequently been paid to these needs; but they have 
ot yet been given expression in rational and consistent policies. Yet, it is 
crystal-clear that French needs can only be met as expeditiously as possible 
by an organized and well-directed effort. The debate for and against a planned 
effort is completely sterile ; in conditions of scarcity as they exist in France, 
the country cannot do without efficient planning, without purposive direction. 
The question is not whether or no there should be planning—the country is- 
already riddled with economic and financial controls often getting in each 
other’s way—but how scarce resources can best be organized for the attainment 
of desirable national objectives; there must be a minimum of consumer 
goods as quickly as’ possible and a rise in productivity without unnecessary 
delay. The need is to allow both private and State enterprise to give of their 
best, rather than to wage the production and supply battles with ‘doctrines. 

Since real French needs have not yet been clearly recognized in national 
economic policy, it is difficult to discover a clear-cut financial policy, for, after 
all, financial policy must be designed to assist the achievement of given 
economic aims. Another of the difficulties that beset even the most clear- 
sighted French administrators is the absence of the relevant facts. There 
is still nothing even resembling the official British statistics about the national 
income and expenditure. a) Even if there were a definite set of economic 
— s, it would still be difficult to underpin them with appropriate financial 
policies. 
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But even a rough-and-ready formulation of the present state of affairs 
clearly brings out the need for careful planning. In 1939, the value of the 
net national income was estimated at around Fs. 300,000 millions (the figure 
used by the Commission of Inquiry into the cost of the German Occupation), 
In 1945, the real value of the national income was no more than 60 per cent, 
of the pre-war figure, that is Fcs. 180,000 millions at 1939 prices. Although 
an heaprovemena can be expected this year, a figure of more than 8o per cent. 
—say, Fes. 240,000 millions at 1939 prices—can hardly be taken as a basis 
in word serious calculation about the disposal of the national resources 

Unfortunately, it is quite impossible, on the basis of existing information, 
to express these estimates in present-day values. But they suggest that, if 
there is to be an adequate minimum of consumption, little wi ill be avails ible this 

for investment and for military purposes. 

The Budget for 1946 envisages civil expenditure of Fcs. 349,000 millions 
(against Fes. 341,000 millions in 1945), including reconstruction expenditme 
f Fes. 42,000 millions (nothing was provided under this heading a year ago), 
ind military expenditure of Fes. 41,000 millions for the first quarter of this 

at. Assuming military expenditure to be the same in the remaining three 


quarters, the year’s total Budget would amount to Fes. 513,000 millions, 
thus exceeding last year’s (see page 88). Receipts are estimated at Fes. 303,000 


millions (including the capital taxes of Fes. 51,000 millions and the seizure of 
Ics. 18,000 m illions of illegal prot its) , leaving a deficit of Fes. 205,000 millions, 
ess if military expenditure is re duced, as is intended. 

It is not possible to relate the total estimated expenditure to the national 
income ; nor is it possible to relate the deficit to any estimate of savings. 
But the budget deficit is only one in the queue for savings. The Governme at's 

xtra-budgetary needs, to finance the deficits of the railways and of local 
uthorities, for example, are likely to amount to a further Ics. 100,000 millions. 
In ad lition, there will be industry’s need for the replenishment of working 
capital and for re-equipment ; and there will be the need for loans to make 
good war damage (the figure included under the heading reconstruction in 
the Budget only covers State property) to be financed by the Credit National. 
In sum, the demands upon national savings are as unknown as are the probable 
size of the savings that might be secured. In the circumstances, the Govern- 
ment is largely in the dark and cannot formulate detailed policy. 

Without some knowledge of the probable demands upon national savings, 
it is difficult to establish priorities in terms of relative urgency. And without 
some knowledge about the volume of savings that can reasonably be expected, 
it is diflicult to formulate a rational loan policy. The danger lies not merely 

the difficulty of putting first things first, but in a rise of interest rates that 
will | add further to the country’s financial problems. The country will have 
io rely on short-term borrowing for a large part of its needs; even now the 

w is gaining ground that the Government may have to offer 3} per cent. 
for long-term issues, instead of 3 per cent. And if there is to be a large amount 

’ forced saving by way of inflation, the newly-established parities between 
the franc, the pound and the dollar might be endangered before long. 

[t has been officially estimated that, in view of the reduced level of domestic 
utput,(” the provision of an adequate minimum of consumer goods this 
year—the first need of France—would involve imports to the tune of $ 2,500 | 
millions. Against this public and private foreign exchange resources “total 
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$2,800 millions, and, if allowance is made for a working reserve, subscriptions 
to the Bretton Woods institutions and the payment (at least $160 millions) 
due to this country at the end of February under the Anglo-French Financial] 
Agreement, no more than, say, $1,500 millions may actus ally be available for 
disposal. (Exports, meanwhile, are still barely a fifth of their — war volume.) 
The countr y will thus need external financial as ssisté ance. (The $900 odd million 
dollars borrowed from the E xport-[mport Bank at 23 per cent. repayable over 
30 years are merely the counterpart of the $650 aniline set as side for the wind- 
ing-up of Lend-Lease out of the credit negotiated by Britain). 

As preliminaries to the negotiations for credits ‘and to an acceleration of 
exports, France has ratified the Bretton Woods Agreement and re-adjusted 
the rate of exchange of the franc in terms of pounds and dollars. Even these, 
in the circumstances (and because of Britain’s decisions) sensible steps involved 
a tussle in domestic politics, between doctrines of self-sufficiency and inter- 
nationalism, cutting right across parties. For example, under the Lend-Lease 
Agreements concluded between France and the United States in February 
last year, France was empowered to order capital equipment to the tune of 
some $100 millions ; yet the country very reluctantly took advantage of thes« 
facilities, partly because it preferred its own manufacture (which was not 
available), but partly also because French industrialists, uncertain of their fate, 
did not wish to enter into new commitments at that stage. 

The rate of exchange chosen (i*cs. 480 a pound) seems reasonable enough. 
A calculation based on the relative rise of wage rates (inclusive of social 
charges) in the two countries—the most important single cost factor—since 
1939, Suggests a rate of exchange of nearly Fcs. 500 a pound, if the pre-war rate 
is taken as the starting point. On the assumption that the franc was then 
undervalued and that the appropriate pre-war rate was Fes. 150, Fes. 425 
a pound would be the appropriate rate now. Far more tmportant than holding 
an inquiry into the appropriateness of the new rate (which, after all, was fixed 
in full agreement with the Treasury) is the question whether it can be 
held there. To some extent the answer will depend on what will happen in 
Britain and in the United States ; but, even more, it will depend on the ability 
of France to get her economic and financial affairs under control—not by the 
imposition of more regulations but by purposive guidance. 

But those two steps alone—the ratification of the Bretton Woods Agreement 
and the readjustment of the franc—will hardly satisfy France’s prospective 


creditors, especially the United States. True, France ba dly needs assistance, 
while the United States, and even more Britain, stand to gain everything from 
a rehabilitated and stable France. As one Frenchman cynically put it, an 


investment in French economic recovery is likely to be much more profitable 
to the Western world than was the investment in German recovery after the 
last war. But, as Britain now knows from experience, the United States, in 
its present mood, is a hard bargainer. And France could hardly be offended 
if she were asked to face economic realities—for this would be in her own 
interest. Although assistance must, in the main, come from the United States, 
Britain, too, can continue to help, thoug sh perhaps not to the same extent as 
during the past year. As between Britain and France, the issue is more one 
of mutual than unilateral assistance, fo this country, too, is hard pressed as 
a result of the war. But there is a great deal that can be done by mutual 
assistance, especially if it means the beginning of real econon.ic integration. 
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If, in this report on the France of to-day, little has been said of the great 
achievements since her liberation, of suffering and privation, of her need 
of sympathy and understanding, of the common sense and will to work of | 
her citizens, and a great deal of her shortcomings at the political and admini- | 
strative level, this has been prompted by the desire in this country to have | 
a strong and rehabilitated France as its neighbour as soon as possible. (British 
economic and financial policy, too, has many failings.) France still has the stuff 
of recovery. But the time has come for France, as for Britain, to face the hard 
realities of the post-war world, and to devise and execute economic and 
financial policies calculated to restore their strength and singleness of purpose. the 
. ena defi 
Some Relevant Statistics + a 
1. National Income and Expenditure-—The French Government has not yet adopted a system | es 
of estimating the national income, its composition and its distribution similar to that introduced | Pp 
in Britain early in the war. There are a number of private global estimates of the net national side 
income, but the figures, in their present form, have little practical significance. Steps are now Foo 
being taken to make good the deficiency in the French statistical tool-bag. For what they are 
worth, here are the global estimates that are widely current : coul 
THE NATIONAL INCOME OF: FRANCE the 
(Thousand Million Francs) 
1938 300 1944 (a) 800 to o 
1943 (a) 700 1945 (a) 950 for 
(a) Including income derived from black market transactions. uns) 
2. The Budget.—Estimates for 1938, and for 1944~46 are as follows : war 
THE FRENCH BUDGET the 
(Thousands of Million Francs) P 
Expenditure Fiscal Receipts 
Civil Military Total und 
Total Reconstruction i 
2a 
1938 _ = -- 115 (c) 63 (c) oe 
1944 242 _ 195 (a) 437 136 (c) anc 
1945 341 << 167 508 216 (c) aut! 
1946 349 (d) 42 164 (d) 513 (a) 303 Act 
{a) Payments for occupation. (b) Obtained by multiplying estimates for first quarter by the 
four. (c) Actual; estimates for 1945 was Fcs. 188,000 million (d) Excluding the _ 
Caisse Autonome da’ Amortissement. i m I 
3. National Debit.—The growth of the debt—distinguishing between long-term debt, on the org: 
one hand, and medium and short-term debt, on the other—has been as follows : a bi 
FRANCE’S NATIONAL DEBT 
(Thousand Million Francs) ft 
Medium and . 0 
Long-term Short-term Bank the 
Debt Debt Advances Total the 
August, 1939 303 107 36 446 I 
May, 1945 589 689 492 1,770 t ae 
The cost of the national debt has not risen in proportion to the increase in its size. Including suit 
the autonomous Caisse d’ Amortissement, the cost of the debt rose from Fcs. 20,500 millions in 1939 cap 
to Fes. 40,100 millions in 1944; excluding the Caisse d’Amortissement, it increased from whi 
Fes. 15,200 millions to Fcs. 28,300 millions. | ; 
‘ f ac 
4. Industrial Production —The following production indices show the extent of industrial acti 
recovery during the first nine months of last year ; they also show how far activity still fell short 
of the 1938 level last September ; since then little further progress has been made owing to the par 
shortage of coal. Act 
INDICES OF INDUSTRIAL PRODUCTION : 
(1938 = 100) teri 
iia , January, 1945 September, 1945 thro 
»teel ingots il 25 
Finished steel 12 32 of | 
Wool textiles 19 50 nul 
Cotton textiles ° 4 47 
Rayon Pa a ia P 25 67 
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The US. Export-Import Bank 
By F. E. Daniels 


Foreign Editor of the Financial Times 


HE White Paper on the American loan and the Anglo-American trade 
"T proposals provide a wealth of factual material concerning the structure 

of the proposed new International Trade Organization. Beginning with 
the Economic and Social Council of the United Nations Organization, as 
defined by the Dumbarton Oaks Agreement, there will be an I.T.O. Conference ; 
a secretariat and three permanent commissions dealing with general trade 
olicy, commercial practices, and commodity problems. All these will work 
side by side with such other international bodies as UNRRA, the ILO, the 
Food and Agriculture Organization (established at Hot Springs) and, of 
course, the managers of the International Fund and Bank as developed by 
the Bretton Woods proposals. 

It might be assumed that this spate of new organizations would be sufficient 
to overw helm the U.S. Export-Import Bank, which has now been in existence 
for more than a decade, and which has played a helpful, though possibly 
unspectacular, part in assisting international trade during the years of pre- 
war depression. It may be useful at this juncture, therefore, to trace briefly 
the record of the Export-Import Bank and to assess its réle in the years ahead. 

The Bank was established by the Roosevelt Administration in 1934, 
under the now defunct National Industrial Recovery Act, for a term of ten 
years. Political developments brought a revision of the terms of authority, 
and in the following year it was established as a governmental agency, with 
authority renewed by Congress at intervals until early 1945, when a fresh 
Act established the institution as a permanent and independent agency of 
the United States Government. A second Export-Import Bank was formed 
in 1936 with the specific object of promoting Cuban-American trade. This 
organization, however, was found to be redundant, and it was dissolved after 
a brief, inactive life. 

Borrowing powers have been increased at times throughout the career 
of the Bank, and a very considerable increase of powers was granted under 
the 1945 Act. Its capital stock is now $1,000 millions, fully subscribed by 
the U.S. Treasury, and additionally it has been authorized to borrow from 
the Secretary of the Treasury, on evidence of its own debentures, or other 
suitable obligations, an amount not exceeding two and a half times its own 
capital stock. Accumulated earnings, of course, provide additional funds, 
while the authorized volume of business at any time is increased by trans- 
actions with private banks, or with individuals. 

Che development of the Export-Import Bank was, in fact, part and 
parcel of the Hull Trade Programme as defined by the Trade Agreements 
Act of 1934. . Faced with an export decline of more than 75 per cent. in 
terms of 1929 dollar values, Mr. Cordell Hull, then Secretary of State, forced 
through a suspicious Congress a measure designed to remove the worst excesses 
of the now-notorious Hawley-Smoot tariff rates of 1930. He succeeded in 
nullifying the autonomous tariff powers of Congress, and in introducing a 
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measure of reciprocal bargaining that assisted in staying the drive for still 
higher tariff barriers over some of the world. 

The Trade Agreements Act has, nevertheless, always been subject to 
the fierce pressure of interested trade parties both within and without Congress, 
and the benefits of the Act to countries trading with the United States have 
always been regarded as somewhat illusory. The most careful methods were 
adopted by Washington to ensure that tariff reductions brought no serious 
impairment of the internal market, however non-economic U.S. production 
might be. 

In effect, therefore, the Export-Import Bank did less to free world trading 
channels than to arrest the decline of American exports. Long before Pearl 
Harbour, its officials had frequently admitted that the functions of the Bank 
had been largely confined to the promotion of exports, and that only a very 
small part of funds had been employed in the development of imports 
from abroad. This is not to suggest that any blame attaches to the management 
of the Export-Import Bank. The American Administration itself was virtually 
helpless in the face of world-wide depression, in part engendered by the earlier 
excesses of U.S. tariff policy. Under the recent proposals for world trade 
development, the Bank, within its own orbit, will be in a position to develop 
both sides of trade activity as reflected in its official title. 

Latin-American developments have always featured largely in the activities 
of the Export-Import Bank. One striking example, is the assistance given 
to the finance of Brazil’s important new steel plant at Volta Rodonda, and 
for development at Itabira, etc. Cuba has also derived important assistance, 
this type of financing fitting well into the Administration’s declared policy 
of diversification for countries reliant upon “‘ single-crop commodities.”” Chile 
and Ecuador are other countries in this area where industrialization has been 
speeded by the grant of Export-Import Bank loan facilities. At the close of 
September last, the Bank had outstanding loans and guarantees amounting to 
some — rillions. Outstanding loan powers at that date thus amounted to 
roundly $2,750 millions. 

Many athe an nations have, since the close of war, approached the 
Export-Import Bank with proposals for reconstruction loans. The Soviet 
Union and China have been frequently rumoured as substantial beneficiaries, 
but so far the only credit announced for either of these parties has been the 
$33 millions advance to China for the purchase of U.S. cotton. Denmark has 
secured a $20 million credit, over 20 years, at 34 per cent. 

One feature which is a decided stumbling block is the provision, inserted 
by Congress, that exports must be delivered in American bottoms. Gross 
shipping charges altogether amount to about 10 per cent. of the shipment 

value, and de ter countries have been naturally reluctant to use their newly- 
won dollar resources in this way. So far, however, the Administration has 
failed to convince Congress that removal of this regulation is desirable. It 
is noteworthy, moreover, that a special Congress “Committee on post-war 
trade has signally reinforced the plea for such protective devices for American 
merchant vessels, the plea being founded in the main on the necessity for a 
large and prosperous mercantile marine in these troubled days. 

The American banking community as a whole has welcomed the activities 
of the Export-Import Bank. So indeed, in the main, have American 
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business interests. For, in the pre-war years, commercial interests and 
individuals alike were quite naturally reluctant to invest their funds be yond 
the continental boundaries. The attitude of the main exporting industries 
was that the U.S. Government should assume the risk, and this, in fact took 
lace, either through the willingness to purchase gold in any quantity required, 
or in the field of forei ign lending through the agency of the Export Bank. The 
greatest care, however, has been taken to ensure that the Export Bank should 
not step into fields where private interests might feel, legitimately or other- 
wise, that competition from a State-financed organization was becoming 
, gl 

The managers have always taken the greatest possible care to emphasize 
that the "Bi ink was forbidden by statute to compete wherever private credits 
were available in adequate amounts, and on reasonable terms. Other in- 
hibitions on the trading activities of the Bank cover the ban on purchase 
of stocks in any corporation; the ban on activities within the territorial 
confines of the U.S. (embracing Puerto Rico, the Virgin Islands, etc.) ; the 
ban on advice concerning individual suppliers of export goods, and restrictions 
on the provision of technical experts, or technical advice. 

Export financing consists of two broad types. The first represents credits 
for exporters to facilitate sales of specific materials, or equipment. The 
second main type is that of credit foc a foreign government, bank, or firm, 
available over a stipulated period, and directed to the purchase in the U.S. 
of materials, i C or services. Commodity exports are financed on 
the basis of values f.o.b. inland port of shipment, land or sea port, or, alterna- 
tively, c.i.f. foreign ports. 

In general loans are fitted to specific deals, and all projects are carefully 
sifted to ensure that repayment is well within the scope of the borrower. 

Interest rates are determined by the type and length of credit involved, 
on the basis that the Bank will cover all administrative expenses and 
accumulate sufficient reserves to assume a strong financial position. The 
managers also are bound to keep a watchful eye on market rates in order to 
avoid any possible charge of unfair competition. Under recent conditions 
it has offered a 22 per cent. 30-year loan to various governments designed to 
assist reconstruction in the most critical post-war period. 

In the years ahead, the Export-Import Bank will continue to play a 
useful part in the general U.S. structure of the International Trade Organiza- 
tion. Until the International Bank is formally established with the requisite 
powers, it will obviously continue to be of especial importance. But after 
that time, the International Bank will not concern itself with those medium 
and short-term credits in which the Export Bank has specialized. 

In respect of longer-term loans to foreign governments, the respective 
roles of the Export Bank and of the larger institution will be co-ordinated 
by the National Advisory Council to be established as part of the Bretton 
Woods Agreement Act approved by the U.S. Congress some months ago. 
Longer-term loans to foreign companies will be similarly arranged. If the 
post-war years bring anything like the spate of world trade activity envisaged 
in the White Paper already referred to, the Export-Import Bank has yet 


to witness its fullest development. 
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Evolution of the Discount Market 
By J. Grahame-Parker 


HE recent announcement of an increase in capital of Cater, Brightwen 
Ts Co., the fourth largest of the London discount houses, may well mark 

the beginning of another phase in the evolution of this market. The 
event is actually of interest to a much wider circle than the market and the 
banks, for it suggests that the authorities will have to consider the reduction 
of technical obstructions to industrial borrowers in the future; since the 
function of the market in taking over short-term securities formerly held by 
industry is presumably the reason why the Capital Issues Committee sanctioned 
what might at first sight appear to be a purely “ financial” issue. The far- 
sighted view of its responsibilities which the C.I.C. has taken on this occasion 
should give encouragement to the discount market as being indicative of official 
recognition of its enpestance in the future financial set-up. 

It is not inappropriate at this juncture to review the history of the market 
over the past quarter of a century. In 1920, as now, the market had emerged 
from a devastating world war which had drastically and radically changed 
its structure. Before 1gI4, the total volume of outstanding Treasury bills 
was rarely more than £30 millions. Six years later it stood in the region of 
£1,000 millions. Moreover, the unlimited “ tap ” continued to run for another 
twelve months and carried the total in 1921 to the pre-1939 record level of 
£1,200 millions. Nor was the Treasury bill the only legacy of the 1914/18 war. 
The market had already begun to di abble i in gilt-edged securities, and although 
it did not reckon to run a “ book”’ in the modern sense, the large lines of 
high-interest Treasury bonds available in the early post-war years afforded 
many opportunities for profitable jobbing operations. 

It was not surprising, therefore, to find an influx both of new money and 
new partners to take advantage of the abnormal conditions. In 1922, two 
new firms were formed—Jessel, Toynbee and Co., and Seccombe, Marshall and 
Campion. Two years later Brocklebank, Hoare and Brown made their appear- 
ance and, in 1925, Fairfax & Co. was established. By these additions, the 
membership of the market rose to its peak figure of two dozen. But although 
quantitative growth was arrested, qualitative growth in the shape of expansion 
of capital resources continued for about another five years. The Macmillan 
Committee in 1931 estimated the capital and reserves of all the firms as being 
roughly £15,840,000, of which £7,840,000 was accounted for by the three 
public and the four private companies. The estimate of around £8,000,000 for 
the remaining private firms and running brokers, it was pointed out in an 
article in THE BANKER in September 1939, was probably excessive ; it would 
be more reasonable to put the 1930—31 resources of the 24 houses at £14,000,000, 
excluding “‘ hidden ’”’ reserves which were not taken into consideration in the 
Macmillan report, although they were—then as now—considerable. 

By the time of the Macmillan Committee enquiries, the crisis in the primary 
commodity markets was well under way and, in and after 1931, came the 
collapse of international trade. Within all too brief a space of time, by far 
the greater proportion of the market’s traditional business of dealing in 
commercial bills had vanished. It was then generally considered that the 
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resources and personnel of the market had become excessive. It was at this 
stage that the official policy of consolidation began to be actively pressed. The 
market, however, was rather slow in recognizing the need for change. A steep 
fall in discount rates had given the market turnover profits which more than 
offset the current losses on running newly-purchased bills, and there remained 
a lingering hope that conditions would soon return to “ normal.’”’ Whenever 
the occasion presented itself, however, the Bank of England took the oppor- 
tunity of indicating what form changes should take. A strong preference was 
shown for well-conceived mergers. For a variety of reasons, these became 
possible and took place, be it noted, for the most part without much official 
direction. In certain cases, however, where there might be danger of a survival 
of a ‘‘ weak ’’ unit—weak in the sense that capital resources had been depleted 
—the authorities did suggest that remaining partners should link up with an 
existing firm or await the chance of so doing. 

The first real wave of changes came in 1933. To set it going, the old- 
established firms of King & Foa and White & Shaxson became King & Shaxson 
in April of that year. A few months later the firms of Lyon & Tucker and 
Baker, Duncombe and Co. discontinued business. Then, in 1936, Henry 
Sherwood and Co. ceased operations. This marked the end of the concentra- 
tion for a period of about five years. Why this pause? It was due to a rise in 
gilt-edged values and the increased measure of activity in Government securities 
following the introduction of the cheap money policy with the big War Loan 
conversion. Great scope was provided for jobbing profits and the larger 
houses also began to increase their investment portfolios. The feeling was still 
held in banking circles that kond business was not wholly respectable. The 
clearing banks, in fact, expected the market to use bonds as collateral only for 
“mixing ’’ purposes, often declined to lend to the market below 1 per cent. 
even for overnight accommodation, although three months’ bills were bought 
down to 4 per cent. 

Such a state of affairs could not last for long and, eventually, the worst 
anomalies were removed by the clearing banks’ “ pact,’”’ which provided for 
loans against bills at } per cent. and against bonds at I per cent., with the 
added important concession that the banks would refrain from buying bills 
below the bill-money rate. Thus bond-dealing was put on a regular footing 
and the market was saved. The loss on bills was removed and a comfortable 
running margin was assured ; the natural pressure towards consolidation was 
relieved. The immediate effect was to raise the proportion of investments, 
and it soon became evident that, as possibilities of capital loss were inherent 
in large gilt-edged portfolios, the market needed substantial resources of its 
own. The big houses augmented their resources by liberal allocations to 
reserves and by fresh issues to shareholders. 

Then, in 1938, came the important absorption of Reeves, Whitburn & Co. 
by the National Discount Co. and, about the same time, the retirement of 
William P. Bonbright & Co. Hence, on the eve of World Wac II, the number 
of market units had been reduced from 24 to 18. The total capital, however, 
was £13,850,000, compared with £13,840,000 in 1931. What had happened 
was not a reduction in the scale of the market but an increase in the importance 
‘of the larger units as compared with the smaller firms. The war, however, 
accelerated the process of concentration. The most important war-time 
change was the fusion of Cater & Co. with Brightwen & Co. in October 1940, 
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while this house later absorbed Roger Cunliffe, Sons & Co. (July 1941) and 
Daniell, Cazenove & Co. (September 1943). In September 1940, Ryder & Co. 
absorbed Jones & Brown and, in 1943, Teg sistered as Ryders Discount Co., Ltd. 
The last merger occurred in September 1942, between Gillett Bros. Discount Co. 
and Hohler & Co. In addition, Brocklebank & Co. closed down, and Fairfax 
& Co. retired from bill business 

These concentrations followed a fresh hint from the Bank of England that 
the time had come for such action, and that efforts must be made to become 
more substantial units. The question then arose whether the reduction in 
the cepa of irms had not gone far enough and whether future consolidation 
should not take the form of the strengthening of the capital structure of indi- 
vidual aa. It was not surprising, therefore, to find a series of capital 
increases. In some instances, the additional resources were provided by the 
firms themselves, but a considerable amount of fresh money was forthcoming 
from outside the market—a movement started by Jessel, Toynbee & Co., 
which firm, incidentally, was also the first to break away from the traditional 
rate of 5 per cent. as the minimum rate on preference shares. Recent changes 


in coplinks were as follows: 


Firm Date Form and Amount 
Allen, Harvey & Ross ws Oct. 1943 £250,000 in 5% Preference. 
Cater, Brightwen & Co. ae Sept. 1943 £40,000 in {1 Ordinary.* 
Jan. 1946 £110,000 in {1 Ordinary.* 
Gillett Bros. .. ‘ te Sept. 1942 £200,000 in 5°% Preference. 
Jessel, Toynbee & Co. we July 1943 £50,000 in {1 Ordinary.* 
Apr. 1944 £300,000 in 44% Preference. 
National Discount Co. 7 Jan. 1944 £576,065 by capital bonus of 
100 per cent. on “‘B”’ shares. 
Ryders Discount oe “a June 1943 £603,333 in £1 shares. 
Smith St. Aubyn oe én July 1943 £300,000 in 5% Preference. 


15,000 Ordinary shares issued 
at £7 per £1 share. 
* Issued at a substantial premium. 

And what of the future ? The market has just emerged from another major 
world war with its stake in Government paper still more considerable. The 
total outstanding volume of Treasury tender bills is in excess of £1,800 millions, 
the national debt is nearly three times as high as after the war of 1914/18, 
and the floating debt exceeds {£6,000 millions. Short and short-medium-term 
debt maturing between now and 1956 is not far short of £4,000 millions, of 
which notice has been given to repay nearly £700 millions this year alone. 

Over the past few weeks, evidence has been ac ccumulating that the authorities 
are shifting the emphasis from Treasury deposit receipts to bills in respect of 
floating debt borrowing. If this continues, the discount market can expect 
large quotas at the weekly tenders. It may be noted that, in the first year 
of the war, before the system of “ tap”’ issues of medium and short bonds 

got into its stride, the market e njoyed a huge increase in its turnover of Treasury 
bills- the syndicate’s share at the tenders aggregated over {1,400 millions, 
compared with under {670 millions in the twelve months before the war. 
Since then, despite the large volume of overseas balances which has sought 
employment in bills, the flow to the market has been well maintained. Indeed, 
the syndicates’ share at the tenders in 1945 was not far short of £2,500 millions. 
Profit-margins on bills, it is true, have been exiguous, but bill-business has still 
managed to perform its post-1934 rdle of covering working costs. 

As it is probable that the market will have to carry more bills in future, 


ee ee 


SS 


EVOLUTION OF THE DISCOUNT MARKET 95 


it is interesting in view of the recent change of emphasis to recall that in pre-war 
days, and for very many years, the clearing banks had been accustomed to hold 
about 7} per cent. of their assets in call money and 12} per cent. in bills. 
Similarly, percentages on the present volume of deposits would indicate a call 
money total of £337 millions and bill holdings of £562 millions. This would 
bring an increase of £570 millions, to a total bank and discount market holding 
of £1,150 millions. On these figures, it is possible to justify money market 
capital and reserves in excess of £25,000,000. 

At the moment, every dealer member of the market—with the special 
exception of Seccombe, Marshal! & Campion—has resources of at least £500,000, 
but it will be seen that the total published resources of the market are still 


not much above the 1931 figure: 











Firm Paid-up Capital Published Reserves 
£ £ 
Alexander’s Discount .. =m 1,000,000 1,000,000 
Allen, Harvey & Ross .. ~~ 500,000 Not published 
Cater, Brightwen & Co... “i 1,090,000* 350,000 
Gillett Bros. oe oe oe 475,000 120,000 
Jessel, Toynbee .. - 7 600,000 20,000 
King & Shaxson .. os = 500,000 60,000 
National Discount , ee 1,576,667 1,100,000 
Ryders Discount. . os ot 750,000 Not published 
Seccombe, Marshall me oe Not published Not published 
Smith, St. Aubyn ia wie 615,000 215,000 
Union Discount Co. ne ae 2,750,000 2,000,000 
9,856,667 4,805,000 


* To be increased to £1,200,000. 


It is on capital and reserves that a concern’s Treasury bill quota is based ; 
ind it is capital and reserves which determine, to a far greater extent than 
was ever true of bill-discounting proper, a concern’s capacity to undertake 
yperations in bonds. A discount house running even the shortest of “ shorts ”’ 
which are not rediscountable at the Bank, and are liable to fluctuations in 
capital value far in excess of those possible in the case of bills, must be prepared 
at any moment to put up additional margin should market conditions become 
unfavourable as, for example, they did in the closing weeks of 1945. 

It is, of course, the large and remunerative dealings in bonds which have 
dominated the wartime scene and will certainly dominate the future for a 
long time. Treasury bill funding there may be eventually, but it is evident 
that the Treasury cannot quickly dispose of the extraordinarily large corpus 
of short and medium-term bonds. The market has to play its part, too, in 
the financing of industrial activity and new resources will be plainly required 
fo. this purpose. 

Of the tap loans issued by the Government since the beginning of the war, 
National War Bonds account for more than £3,000 millions, and these will 
provide the market with an abundant supply of eligible short-term paper for 
years to come. In fact, the very existence of these bonds demands the 
specialized discount market to hold and deal in them. It is considerations 
such as these, rather than more speculative hopes of a revival of international 
trade and of the commercial bill, that justify increases in capital resources. 
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Banking and Publicity 
By Robert L. Reid 


ONSIDERABLE interest has been aroused in the advertising world 

by the evidence of a less conservative attitude towards publicity on 

the part of the banks. The national newspapers have for some time 
been carrving advertisements for joint-stock banking institutions of a kind 
not hitherto associated with the conservative policy of banks towards all 
forms of publicity. The introduction into these advertisements of pictorial 
matter, and persuasive “‘copy’”’ informing the prospective customer of the 
services which the bank can offer him, and how it can assist him in his business 
and domestic life, is.a departure sufficiently startling to arouse comment. 

That banking and publicity should hitherto have been on rather distant 
terms, and that the walls of the City should have been so slow in falling to 
the trumpet blast of the advertising agent is not surprising. British banking 
largely enjoys its unrivalled prestige in the eyes of the world by reason of its 
high tradition and conservative outlook. Its soundness is based on centuries 
of experience, and an unwillingness to set its sails to every fresh and ephemeral 
breeze that blows. The advertising world, whilst not without its traditions, 
and enjoying as it does an increasing prestige, cannot, however, afford to base 
its techniques entirely on past experience. It must be always forward- 
looking, and often experimental. The cry which caused crowds to flock to 
the market-place yesterday will fall on deaf ears tomorrow. The essential 
soundness and stability which encourages a man to confide his life-savings 
to the care of a bank must be brought to his attention by modern methods. 

There is a story, possibly apocryphal, of a partner in an old-established 
banking business, who, on being approached by a young advertising agent, 
sent him away with the remark: ‘‘ The reputation of this house has stood 
high for centuries, and it has never advertised. Do you think that you and 
your publicity claptrap will persuade us to go touting on the streets for 
customers ?”’ This, of course, represents the extreme view, and few bankers 
are now so old-fashioned in their ideas, but any advertising man who has 
tried to persuade a bank to buy advertising space, or launch a campaign, 
will confirm that something of this prejudice has lingered on. A feeling 
persists that anything but the most restrained publicity will be injurious 
to a bank’s prestige, and reputation for conservative management. 

Thus, while manufacturing firms of high standing throughout the country 
are spe elie * considerable sums on advertising, and would, no doubt, spend 
more if space were available, the majority of banks confine themse Ives to a 
modest outlay on advertising in City publicat ions, and reference books of 

repute. This type of publicity, or “‘ prestige’ advertising, is aimed at keeping 
the name of the bank before those who already haem of its standing, and 
the services which it can offer. For the most part, these advertisements 
carry only the name of the bank, the date when it was founded, possibly 
the figures of the capital and reserves, and also maybe the deposits. To 
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this may be added some such line as “ Foreign Business Transacted,” 
other equally modest announcement of the bank’s activities. 

It may well be argued that for the media which carry these announcements 
this rather meagre fare is sufficient. It serves a useful purpose in keeping 
the name of a financial institution before others who may wish to work with 
it. To be more expansive would be to preach to the converted. From an 
advertising point of view, these advertisements in the specialized City press 
are equivalent to the posters of the manufacturing firm which also represent 
“ prestige ’’ advertising. The name is known, and the function of the poster 
is to keep it before the public. 

Is there a wider field for the banks in which more informative and per- 
suasive publicity is called for? As far as the joint-stock institutions are 
concerned, the answer is obviously yes, although it is one which they them- 
selves have apparently arrived at only recently. Their branches enable them 
to offer a country-wide service, and the national Press gives them a country- 
wide coverage to carry their announcements as to the services they can offer, 
and how these services may be utilized by various sections of the community. 
The joint-stock bank fulfils a dual function in the banking system, which 
calls for varying types of publicity. Whereas the City Head Office acts as 
the adesialatentie e headquarters for the whole organization, and as a leading 
City finance house, the country and provincial branches are often called 
upon to act, through the local manager, as guide, counsellor, and friend to 
their clientele, many of whom may be, in a commercial sense, less sophisticated 
than the majority of those who have recourse to the Head Office. 

Most of the services which the new advertising campaigns now bring to 
the attention of the public have been available to the bank’s customers, on 
demand, for decades. Those who are responsible for this breach with a 
tradition of reticence have been wise enough to appreciate that it is not 
sufficient to have an efficient machine capable of handling a wide variety 
of jobs if called upon to do so. In an age when everyone with goods to sell 
or services to offer is at considerable pains to bring them to the notice of the 
public, the banks must follow suit. 

This new attitude on the part of our larger banking institutions is, I submit, 
evidence of their vitality. Whilst unquestionz ble financial sté ibility and 
adherence to a policy of conservative management are indispensable virtues 
of British banking, to remain rooted in a tradition of out-moded commercial 
etiquette would be to fail in public service. The national Press campaigns 
of the joint-stock banks will undoubtedly have the effect both of attracting 
new customers and of encouraging existing clients to utilize the services of 
their bank more extensively, thereby creating valuable goodwill. The City 
banker without much knowledge of country life may consider some of this 
publicity as being a little naive, and even unnecessary. It must be 
remembered, however, that it is not only in banking that tradition dies hard, 
and many countrymen still carry amazingly large sums of money about with 
them in their pockets, rather than confide it to the c care of the banks. 

This form of publicity, on popular lines, and carried in media with a 
country-wide coverage, is obviously suited only to joint-stock banking with 
its network of branches. Is there scope for a more adventurous attitude 
towards publicity on the part of the merchant bankers? We will assume 
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that they already expend a certain amount in “ prestige”’ advertising of 
the type to which I have already referred, carried in exclusively financial 
media. I would not suggest any expansion at the expense of this very 
necessary publicity. In addition, however, there remains a profitable field 
in the trade Press which many banking g houses either ignore altogether, or 
in which they limit themselves to insu ficiently informative announcements, 

Let us take an example. Midas & Co., merchant bankers, have long 
had special connections with Ruritania, in which country they have corre- 
spondents and agents in all the principal centres. They have a special know- 
ledge of the country, its economic problems, communications and customs, 
Its principal export is, let us say, timber, and its chief import agricultural 
machinery. Thus importers of timber in this country and exporters of 
agricultural machinery will, other things equal, be interested in Ruritania. 
They will be interested to know not only that Midas & Co. were established 
in 1854, and have a capital of £5,000,000, but also that they can provide 
various financial facilities in Ruritania as well as <# to-date information 
culled from their agents in that country. All this might well be made known 
to the traders concerned by means of informative ‘advertisements in their 
respective trade journals. What is more, the merchants and manufacturers, 
being accustomed to advertise their own wares, will not think the less of 
Midas & Co. for not being too reticent about their Anglo-Ruritanian banking 
service ! 

[ would not deny for one moment that this form of advertising in specialized 
trade media is in fact already used by a certain number of bz anking houses. 
It is true to say, however, that it is very limitéd both as regards the number 
of banking houses availing themselves of it, and the use that those who do 
take space in these media make of it for conveying useful information. 

Other useful media in which banks may profitably advertise are provided 
by the various supplements which were issued at frequent intervals by the 
financial Press when paper was not subject to rationing. With a return to 
normal conditions, publication of these supplements will doubtless be resumed. 
In the opinion of the writer, banking houses will be wise to avail themselves 
more fully of these opportunities. There has been a tendency in the past 
for the majority of banking houses to take space only in the banking supple- 
ments and to ignore those devoted to the interests of other specialized in- 
dustries. They provide an additional approach to those already afforded 
by the trade periodicals. 

It is admittedly more difficult to assess the value of advertising in terms 
of hard cash to an organization which offers services rather than ” goods for 
sale. The manufacturer who embarks on an intensive publicity campaign 
on a national scale can often see a speedy return for his outlay in the sharp 
upward trend of his sales. He has another index to public response in the 
enquiries received by him or his agents during the period of his publicity 
campaign. The banker cannot look. for quite the same spectacular response, 
but may reasonably expect a steady expansion of business in favourable 
times in return for a persistent, regular and imaginative advertising policy. 

In this post-war period the stimulation of export trade is a matter of 
primary national importance. Banking houses which have well-established 
overseas connections, and the means for obtaining authentic information 
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concerning prospective markets for British goods, can render a very valuable 
service to the country in addition to creating cunsiderable goodwill for them- 
selves. The initiation of market research in overseas territories, and the 
publication of surveys which would be available on application not only 
to existing customers, but also to other interested parties, would almost 
certainly result in an increasing demand for the bank’s services. 

The drive to increase our export trade will, no doubt, produce many 
newcomers to overseas business who will require banking facilities. The 
banker, in common with most specialists, is apt to credit the public with a 
more extensive knowledge of his business than they, in fact, possess. It is 
safe to prophesy that there will be a thirst for information as to the ways 
in which the banker can assist the exporter. The possibilities here for useful 
publicity are very evident. 

Finally, I should like to touch on the wider issues of publicity as it affects 
the banking industry as a whole. The term “ public relations”’ has, I fear, 
become overworked during these years when Government Departments have 
been anxious to assure the taxpayer of the good use to which they are putting 
his money. It does, however, serve to convey a wider aspect of publicity 
than pure advertising. The duty of a Public Relations Department does not 
stop short at telling the public something of the work which is being done 
by the body it represents. It should also be a watchdog of its employers’ 
interests, ready to enter into the lists against all detractors, dealing with 
unfavourable comment as soon as it arises, and from whatever quarter it 
may spring. If the cause which it represents is a good one, then unfavourable 
comment may arise either from ignorance of the facts, which the Public 
Relations Department can supply, or from malicious motives, which it should 
expose. 

That there is scope for an active Public Relations service sponsored by 
and acting on behalf of the banking industry is patently obvious. The 
bankers of this country would not feature so persistently as the Big Bad 
Wolves of so many political fairy stories if they had combined to tell the 
country a little more about the services to industry, and the private individual, 
which British banking has rendered both in peace and war. 
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Irish Banking in 1945 
By Professor G. A. Duncan 


HE end of World War II has ended or reversed many of the trends in 

Irish banking and economic life previously noted in these reviews, but 

this change of direction has not strongly affected any of the figures 
relative to 1945 so far available. For all practical purposes, last year can be 
regarded rather as the climax of the series of war years than as the beginning 
of a new series. 

The Irish banking system’s quick assets jumped in the year ending with 
September 1945 by some £15 millions, to a level equivalent to 24.5 per cent. 
of its banking liabilities. Investments, however, increased only by {5.5 
millions, against £32.5 millions in the preceding year. Once more Southern 
Ireland’s excess of sterling assets has risen markedly, by 16 per cent., to a 
total of {179 millions, or over 2} times its pre-war magnitude. 


IRISH BANKS: COMBINED FIGURES 
BANKS IN THE TWENTY-SIX COUNTIES, INCLUDING THE CENTRAL BANK OF 
IRELAND! 


Business in the | 


September Quarter ({ million) 26 Counties Business elsewhere 
1939 1044 1945 1939 1944 1945 
Capital, Reserves and Carry-forward i 10.3 10.5 10.6 3.2 2.2 7.4 
Notes in circulation ~ a ed 16.1 34.0 37-4 4.0 12.6 22.2 
Current, Deposit and other Accounts .. 114.4 181.1 199.2 42.4 70.4 80.4 
Cash, Money at Call and Short Notice?®. . 8.8 15-4 15.8 16.6 50.0 64.9 
Bills (non-Government), Loans and 
Advances a at iy ~ 51.7 47-5 46.9 26.7 20.0 20.8 
Investments and Government Bills? Ae II.0o 12.6 12.2 85.9 180.9 186.4 
Excess of Sterling Assets* a ae 69.3 155.1 179.2 — —_— es 
1 This table does not strictly represent Irish banking, as it includes banks with offices in Great Britain 


and excludes the Belfast Bank, which has no offices in the 26 Counties. The inclusion of the 
latter would raise, significantly, yo the figures in the ‘‘ elsewhere’’ columns, but would not affect 
the vesidual ‘‘ excess of sterling asset 

2 Understated by the difference between the current value of the gold and sterling securities held by 
the Central Bank and theiy book valuation for the Legal Teitdery Nolte Fund. 


The expansion of banking activity has continued. Though the Northern 
Ireland ie circulation has turned dow nwards, the year biaanuen an expansion 
in Southern Ireland of another £3.4 millions, or 10 per cent. Current, deposit 
and other accounts expanded by over £28 millions, or by the same percentage 
as in the previous year, the rate of increase being significantly higher in the 
26 counties than elsewhere. At the same time, average daily debits at bank 
offices in Southern Ireland have again risen by the same percentage (7) as 
the previous year, while the weekly average clearing of notes, bills and cheques 
in Dublin rose by 10 per cent. (compared with 4 per cent. previously). The 
slight downward trend of loans and advances outside the 26 counties, and the 
equally slight recovery within noted last year have this year been reversed, 
but the smallness of the total contraction from pre-war levels still remains 
remarkable. 

The provisional estimates of Southern Ireland’s balance of payments on 
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current account in 1944, now available, continue the previous story. The 
apparent active balance in that year was £28 millions (of which £15.5 millions 
was accounted for by emigrants’ remittances, pensions and other allowances 
arising from the United Kingdom, as compared with £3 millions from the 
same sources in 1939). It is to be expected that this picture will gradually 
change, the rate and extent of the shift depending on such things as the 
weakening flow of emigrants’ remittances and similar payments, the restora- 
tion of competitive conditions in the United Kingdom import market, the 
urge of residents of Southern Ireland to convert their accumulated cash into 
goods, the availability of the wanted goods in the United Kingdom or other 
accessible markets, the convertibility of sterling into other currencies, and 
the Dublin Government’s appreciation of its responsibilities as rulers of a 
strongly creditor community. 

Considering the nature of the ultimate owners of the bulk of Southern 
Ireland’s “‘ sterling balances,”’ it is probable enough that there will be no 
immediate urge to encash a large fraction of them, which will lie as permanent 
savings. It may also be observed that the Government shows no sign of 
snapping out of the acutely protectionist debtor-mentality which has been 
one of its doctrinaire shibboleths since 1932. Fortunately, the smallness of 
the community and its people’s willingness to hold their savings in United 
Kingdom securities prevent its Gov ernment inflicting on the rest of the world 
injury of the same order as the Government of the U.S.A. was able to do in 
1922 and 1930 and the Government of the United Kingdom in 1932, but its 
acts are the same in quality and intention. 

These banking figures do not, of course, give the full story of the increase 
in “‘ excess of sterling assets.’’ In addition to the {110 millions shown in the 
table, the sterling holdings of the Trustee Savings Banks, P.O. Savings Bank 
Fund and the Savings Certificates (Reserve) Fund have increased by some 
{22 millions net, and of other Government funds by some £2 millions. Further, 
net purchases of foreign securities through stockbrokers and banks in Southern 
Ireland amounted to some £8 millions. This traceable total of £142 millions 
is by no means all. E Squally relevant are the United Kingdom war securities, 
savings certificates, P.O. deposits and post-war credits accumulated by people 
who ultimately return to Southern Ireland, the direct subscriptions to United 
Kingdom war stocks from Southern Ireland, and the net purchases of foreign 
securities through banks and stockbrokers “ elsewhere.’’ A guess at {£200 
millions as the total accumulation of sterling assets by residents of Southern 
Ireland during the last six years would probably not be far wrong. The 
balances are held mainly by private persons, either directly or through the 
intermediary of banks or similar institutions with which they have deposited 
their savings. 

Exports have been running at £2.59 millions a month, or 11 per cent. 
higher than in the previous year, and the trend is still upwards. A fall of 
5 points in the average monthly export price index means that the volume of 
exports has now turned upwards, the change coming in March, 1945, and 
totalling 17 per cent. by the end of July. Imports have “be en running markedly 
higher at £3.07 millions monthly, so that, in spite of some continued rise in 
average prices, the physical volume has been 23 per cent. greater than in 
the previous corresponding period. The reshuffling of prices has brought the 
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terms of trade back to within 3 per cent. of the 1930 position. The normal 
import surplus has now re-appeared. 

Estimates of the 1944-45 agricultural output are not yet available. The 
preliminary statement of acreage of crops and numbers of livestock for June 
1945, however, shows general decreases. An increase of 28,000 acres under 
wheat is more than ofiset by a shrinkage of 118,000 acres under oats; a loss 
of 28,000 acres under potatoes outweighs a gain of 14,000 under other root 
and green crops. The total area under crops (including hay) is down by 
77,000 acres. The total number of cattle decreased by 36,000 and of sheep 
by 88,000, though pigs showed a welcome recovery of 48,000 or 12.6 per cent. 
A table is appende -d which shows the marginal shifts in agriculture effected by 
despression, government policy and war “during 16 years. Tillage has been 
increased by 900,000 acres at a cost of 400,000 acres of hay and 1,300,000 
sheep and pigs. The war-time rise of agricultural prices ceased in August 
1944, since when the trend has been slightly downward. 


IRISH AGRICULTURAL OUTPUT 


Changes In The Pattern Of Agriculture In The Twenty-Six Counties. 





1929-45 
(ooo acres) 1929) 61932 1939 1945 (000) 1929 1932 1939 1945 
Wheat of ls 29 04 255 666 
Other Grain . 788 728 613 1,009 Milch Cows* .. 1,307 1,298 1,344 1,314 
Potatoes .. 303 343 317 3°4 
Sugar Beet o a3 $6 42 55 Other Cattle .. 2,830 2,727 2,713 2,806 
Other Root and 
aman D 2] 276 =—_-25 276 : ‘ 
eee 3S | «Sheep .. «+ 3.375 3.468 3,048 2.575 
Sub-total! 1,521 1,497 1,492 2,444 a : 
Hay 2,334 2,147 2,062 1,927 Pigs oe .- 945 1,105 931 429 
TOTAL .. .. 3,855 3,644 3,554 4,347 Poultry (mn.) 22.5 22.5 46:6 84 
1 Including flax and fruit. 2 Including heifers in calf. 


Information on industrial production is not available for dates later than 
March 1945. Up to that point the slight expansion beginning with the 
September quarter, 1943, continued, the quarterly index reaching 89.2 per 
cent. of the 1936 average. Urban unemployment has again been gene rally 
less ves in the preceding 12 months. The numbers of applic aunts for insurance 
benefit and for unemployment assistance (possessing no other means of their 
own) have remained well below pre-war levels, totalling 32,400 in September 
1945. The outflow to Great Britain (not counting movement to Northern 
[reland) was nearly halved in the first half of 1945 (12,500) compared with 
1944 (23,800). It remains to be seen how this migratory movement will be 
affected by the end of the war. The continuance, five months after the end 
of the Japanese war, of the irksome restrictions on entry into Great Britain 
seems to be an unnecessary piece of red tape, although the allocation of places 
on ship-board by means of sailing tickets will remain necessary until the cross- 
channel fleets can be reconstituted. 

The slow rise in the cost-of-living index has continued into November, 
1945. Since November 1944 the food group has risen by 4 points to 208 
(July, 1914 = 100), and the complete index by 2 points to 298. 
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Unilateral Trade 
By Paul Einzig 


‘HERE has been lately a great deal of controver rsy about international 

trade, as a result of which the terms “ bilateralism’”’ and “ multi- 

l nterasom ” have found their way from the vocabulary of experts to the 
columns of the popular Press. There is, however, a third term that deserves 
to be equally popular: “ unilateralism.” The term is not yet known ; indeed, 
readers. of Ta BANKER have the privilege of witnessing its birth this very 
moment. But while the word may be new, the thing it indicates i is very old. 
It is the policy aiming at a one-sided trade b alance, whether it is an export 
surplus or an import surplus. 

In centuries gone by the Bullionist school aimed at an export surplus, for 
the sake of increasing the metallic 1eserve. In more recent times most countries 
confined themselves to defence against an import surplus, though some of them 
cheerfully incurred external debts, for the sake of being able to run up an 
import s surplus without having to pay for it. After the adoption of the gold 
standard during the 19th century, many countries reverted to Bullionism, 
in that they stimulated their exports or curtailed their imports for the sake 
of building up an impressive gold reserve. 

During the two world wars most belligerent countries aimed at an import 
surplus, for the sake of the increase of their economic resources needed for th: 
war. Between the two wars unilateralism of the same kind was adopted by 
Soviet Russia and by Germany. The former wanted an import surplus for 
the sake of the efficient application of her Five Year Plan ; the latter wanted it 
in the interests of her rapid rearmament. German unilateralism gained 
notoricty under the often-misused name of ‘‘ Schachtian devices.’’ While 
other countries aimed at unilateralism on the basis of multilateral trade—with 
the exception of countries employing Bullionist or Mercantilist devices in past 
centuries—Germany was the first modern country to apply bilateralism for 
the same end. She concluded a number of bilateral trade pacts, not for the 
purpose of balancing her imports with her exports, but in order to obtain 
unpaid import surpluses under false pretences. 

The main difference between these practices leading to the accumulation 
of blocked Reichsmark claims, and the accumulation of blocked sterling 
balances during the war of 1939-1945 is that the British import surpluses 
were not obtained under false pretences. Before the war Germany had 
employed a series of cunning devices to trick various countries into exporting 
to her without payment; and during the war she forced the occupied and 
satellite countries to maintain and increase their unpaid export surplus to her. 
The import surplus es on trade with Great Britain, on the other hand, were 
accepted during the war by the surplus countries voluntarily and with their 
eves open. In order to be able to conduct the war to a successful end, Great 
Britain needed an import surplus. This was provided partly by the United 
States under Lend-Lease, and partly by other countries against blocked sterling 
balances. 

Atter the war, Great Britain and most European ex-belligerents continued 
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to aim at an import surplus, owing to their abnormal reconstruction require- 
ments and their reduced capacity of production. While before the war it was 
a favour to admit an import surplus, now it is a favour to part with an 
exportable surplus, without demanding an immediate equivalent delivery of 
much-needed goods in return. This unilateralism is, however, obviously a 
temporary state of affairs. As soon as the abnormal shortages are met and 
normal production is resumed, there is once more bound to be a tendency 
towards unilateralism in the opposite sense: most countries will endeavour 
to export more than they import. For the present even neutral countries, 
with their productive capacity unimpaired, prefer to balance their trade. 
Thus Sweden wants to trade with Great Britain on bilateral lines, notwith- 
standing the perennial export surplus she had before the war on her trade 
with this country. 

There can be little doubt that the present Administration of the United 
States is the greatest exponent of unilateralism for all time. Never before 
has a Government openly declared a policy aiming at a vast annual export 
surplus. It is the declared policy of the United ‘States to have an annual 
excess of visible exports over visible imports of $3,000 million—about five 
times the amount of the “‘normal’’ British surplus of visible and invisible 
exports over visible and invisible imports before the war. Never before have 
such elaborate steps been taken to induce foreign countries to abstain from 
resisting the influx of goods. The Bretton Woods Plan and the “ strings” 
attached to the British loan of $3,500,000,000 pursue this aim. Since it 
cannot be achieved under bilateralism or regional arrangements, the United 
States used her immense influence for inducing other countries to relinquish 
that system. The circumstances that forced Great Britain to adopt a policy 
of unilateralism for the next few years in order to meet her import requirements 
have provided the United States with an opportunity for forcing her to submit 
to a permanent American policy of unilateralism by relinquishing the means 
with which to defend herself against an American export surplus after her 
passing need for unilateralism has come to an end. Likewise, she will be 
unable to defend herself against American unilateralist trade with the aid of 
devaluation if and when conditions similar to those of 1931 should arise. 

The object of American unilateralism is not an accumulation of gold or 
foreign investments. The United States has already a surfeit of both. Their 
increase will be merely an inevitable consequence of the unilateralist policy, 
which is pursued solely for the sake of creating employment at home. To 
the charge that the United States aims at “ exporting unemployment,” 
Mr. Byrnes ‘retaliated by employing that term in a different sense. To his 
mind it is the country which, through its domestic policy of full employment, 
tends to create a disequilibrium necessitating measures detrimental to free 
multilateral trade, that exports unemployment to the country that stands to 
benefit by free multilateral trade. Yet the facts of the situation are clear. 
If a country, through a unilateralist trade policy, achieves a net export surplus 
at the expense of another country which does not pursue a unilateralist policy 
favouring an import surplus, then the former is guilty of exporting unemploy- 
ment to the latter. This is not the case if the deficit country aims also at 
unilateralism for the sake of equipping or re-equipping its industries. Even 
in such instances if the unilateralist exporting country secures more than 
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its fair share of the markets of the unilateralist importing country, then it 
exports unemployment indirectly to the country which is thus deprived of 
its fair share in the markets of the unilateralist importing country. 

It is to be feared that American unilateralism will be the source of much 
trouble in the next decade or two. Between the two wars it was checked by 
the unwillingness of the American investor to accumulate bad investments 
indefinitely and thus to subsidize the perennial export surplus. But sincé the 
‘thirties American opinion has learnt at any rate one fact : that it is impossible 
to have large and continuous export surpluses without lending the dollars 
to pay for them. And if, as is probable, the American investor should refuse 
to do so, it is the American taxpayers that will have to bear the burden of 
this subsidy to American exporters. Sooner or later the taxpayers will realize 
that it is a fool’s game to export goods in return for worthless bonds. But 
meanwhile American unilateralism will be allowed to take its course unchecked. 


International Banking Review 


Holland 


UTCH import trade is being handicapped by exchange difficulties. In 
spite of her large dollar assets, the Netherlands is unable to import to 
cover her requirements, owing to the delay in the unfreezing of Dutch 

assets in the United States. The delay is due to the desire of the United States 
to ensure that no hidden German assets would be released. Meanwhile the 
Netherlands has used up the proceeds of her dollar credits, amounting to 
$293,000,000, and her purchases in the United States have come to an almost 
complete standstill. It is hoped to conclude this year a loan of $500,000,c00. 
Foreign exchange considerations aie partly responsible fo: the Dutch Govern- 
ment’s recent decision to abolish the corporation tax on foreign concerns, 
in order to encourage foreign interests to establish subsidiaries in Holland or 
to provide capital for Dutch enterprise. 


Greece 

During recent weeks the monetary situation in Greece has materially 
worsened. The price of a sovereign, which was about 40,000 drachmas at the 
beginning of November and 70,000 drachmas at the end of that month, rose 
in January to well above 150,000 drachmae. And since prices are adjusted 
in a large degree to the quotation of the sovereign, there has been a very steep 
rise in the cost of living. The internal political instability is largely responsible 
for this deterioration of conditions, for the Government is not sufficiently 
strong or stable to adopt any firm measures to halt the process. The official 
exchange tate is still 2,000 drachmas to the pound, and even though importers 
are required to pay a surcharge on the sterling they purchase, the iate for 
their benefit works out at between 4,000 and 5,000 drachmas, which is of course 
hopelessly out of touch with realities. It is hoped that the large sterling-dollar 
credits which have been removed might help to some extent, and that they will 
provide the Government with a breathing space for a fresh attempt to restore 
some form of equilibrium. 
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India 


In order to discourage black market activity, the Indian monetary authori- 
ties have followed the British war-time example in withdrawing notes of large 
nomination from circulation. They have gone, however, much further than 
the British authorities. Banks and Government treasuries have been ordered 
to prepare statements of their holdings of notes of a denomination of 100 rupees 
and above. Notes of 500, 1,,00 and 10,000 rupees cease to be legal tender. 
Fiums and individuals paying in these notes into theit banks will have to 
make a detailed statement explaining the 1easons why they have been holding 
them. The result of these drastic steps was that there was wild speculation 
in bullion, leading to the suspension of dealings. The Indian States are at 
present unaffected by the decree, and it is expected that there will be a heavy 
influx of notes to those States. 

Argentina 

The Argentine authorities decreed that as from the end of November last 
all dealings in sterling which do not represent either the f.o.b. value of exports 
of the c.i.f. value of imports to and from the ste1ling acea were to be effected 
in a free market. The quotation of sterling for the purpose of financial remit- 
tances is now in the hands of the privately controlled banks. The sterling rate 
continues, however, to be linked to the dollar, at a cross rate fixed daily by 
the Central Bank of the Argentine. At present, the cross rate adopted is the 
official rate of $4.03. The latest free market rate for sterling is 16.46 pesos, 
compared with the official rate of 13.33 for regular exports and 15.04 for 
imports of primary necessities. 

Switzerland 

With the ending of hostilities there has been a substantial increase in Swiss 
external trade, the resulting expansion in exports being even greater than in 
imports. In consequence, the Swiss balance of mercantile trade for the first 
eleven months of 1945 shows an export surplus for the first time since 1916. 
Imports for this period further declined to only Sw. fcs. 963 millions, against 
Sw. fes. 1,594 millions in 1943, while in real terms the 1945 imports represented 
no more than 30 per cent. of the 1943 volume. On the other hand, experts rose 
to Sw. fes. 1,308 millions, against Sw. fcs. 1,074 millions in 1944 and 1,406 
millions in 1943. These eleven months thus showed an export surplus of 
Sw. fes. 345 millions, against an import surplus of Sw. fcs. 62 millions in the 
previous year and Sw. fcs. 188 millions in 1943. These are among the many 
useful data contained in the latest quarterly bulletin of the Crédit Suisse, 
which comprises an admirable international survey of financial and industrial 
conditions. Among the many internatio»xal comparisons which are given, 
it is shown, for example, that between August 1939 and October 1945, the 
volume of notes in circulation rose by only 83 per cent. in Switzerland, com- 
pared with 150 per cent. in this country, 272 per cent. in France, and as much 
as 287 per cent. in the United States. 


Chartered Bank of India, Australia & China 


News. has been received that the Chartered Bank of India, Australia and China 
reopened their Cebu (Philippine Islands) Branch at the beginning of January. 
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or | Banking Statistics 


irge 
han Re ee ee oe 
red 
Dees National Savings 
der (£ millions) 
hg (1) Small Savings by Quariers 
* 2 Savings Savings 
‘lon Certi- Defence Savings Certi- Defence Savings 
at ficates Bonds Banks Total ficates Bonds Banks Total 
WY (net) (net) (net) Small (net) (net) (net) Small 
oe 1941 III .. 38.8 32.6 51.4 122.8 1644. | us 55°4 20.8 98.0 174.2 
BY x 49.2 36.5 51.0 136.7 : 97-5 54-4 92.6 244.5 
| BES (ss 45-5 18.5 71.9 135.9 
To aa oo 75-8 55-7 65.8 197.3 are 32.4 18.3 69.6 120.3 
last Oe aa 47-8 32.8 55.6 136.2 | 
Ke Bae xs 42.7 21.9 59.5 124.1 9945 | .. 45.6 20.1 103.4 169.1 
rts oY 45.7 23.6 §7.2 126.5 a 28.6 18.9 71.5 119.0 
sted Hil... 123-7 24.6 99.7 138.0 
nit- ag (2 x 70.7 392.8 87.3 x90.8 RY as 33-8 90.2 73-9 197.9 
. II... 108.1 50.13 85.0 243.2 
rate Mi... 47.8 19.2 61.3 125.3 
r by 7 ss 42 38.9 9E.t S52:9 
the -_ 
- (1) Large Savings by Quarters 
Sos, 
for National Interest National Interest 
War Savings free Total War Savings free Total 
Bonds Bonds Loans Large Bonds Bonds Loans Large 
az EUR «. 343-4 265.2 1.4 247.9 Soe6 | «s. B7R.5 Q2.1 2:9 267.3 
iv... 875.6 241.0 6.4 303.0 EL... 224.0 166.9 3.2 386.1 
a " TH... . 94:3 95-2 9 166.4 
WV1SS 1942 Saw S068 245.9 3-9 431.4 BY is $62.2 68.3 -5 211.0” 
1in RE is 62.8 94.9 1.9 159.6 
first III .. 140.4 105.8 1.8 248.0 i ae 4 95.9 I.2 97.5 
pe vy 2. 895.8 77.6 2.4 223:2 i 26.1 81.4 -5 108.0 
310. 11k .. 288.2 207.8 .6 396.5 
inst 1943 I... 178.7 178.4 2.4 359-5 IV .. 211.8 571.3 +3 783-4 
ted aE ss OF 892.1 2.% 364.9 
IteC are 88.4 I.4 249.1 
rose " IV .. 130.6 66.6 3-2 200.4 
- * Exchequer Bonds: 1944 IV, £37.3 millions; 1945 I, £165.2 millions ; 1945 II, {124.4 millions® 
5 Ol 
the ae eee, 
any 
et The National Income 
Tia "= 
ven (£ millions) 
en, 
the | Rent Profits, etc.* Salaries Wages Forcest Total 
| 1938 aa wi 380 1,326 1,100 1,735 78 4,619 
om- 1939 ; ~ 388 1,482 1,141 1,835 124 4,970 
uch 1940 sa as 388 1,818 1,206 2,115 386 5,913 
i941 mia os 385 2,119 1,332 2,419 622 6,877 
1942 aia - 384 2,276 1,381 2,708 805 7,554 
943 Se én 384 2,346 1,434 2,916 999 8,079 
44 eis me 384 2,370 1,473 2,930 1,171 5,334 


; * Interest and profits, including farm profits and professional earnings, but excluding national 
hina lebt interest. 
Pay and allowances, in cash and kind, of members of H.M. Forces and Auxiliary Services 
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Treasury Deposit Receipts 


Including 
prior Outstanding 
By Quarters : Raised Redeemed Encashments (end of period) 
fm. £m. £m. £m. 
1942 [Ii ws ‘ere init 477-5 382.5 33-5 591.5 
lil ea aa o. 341.5 172.5 55.0 760.5 
I\ er ‘ ae 687.0 481.0 82.a 966.5 
1943 I , ° e- 149.0 440.5 150.5 969.0 
| sim ; rar 745-5 789.0 219.5 925-5 
Lf] ‘ ‘ ae 604.5 415.5 108.0 1114.5 
[\ ‘ ii so 939.0 652.5 96.5 1401.0 
944 I 695.0 706.5 180.5 1389.5 
[I - a da 980.0 1018.5 255.0 1351.90 
ill oa ii ke 875.0 644.0 115.0 1582.0 
IV ia Be re 1130.0 917.5 139.0 1794-5 
1945 I a ‘ me 935.0 870.5 137.0 1859.0 
I] ae i ‘s 1300.0 1083.5 97.5 2075.5 
Ill us me ae 1005.0 958.5 162.0 2122.0 
IV a i 7 £45.5 1331.0 199.5 1636.5 
Monthlv : 
1944 January ee oe 160.0 171.0 39.0 1390.0 
February oe oe 175-0 189.0 39-5 1376.0 
March Pe ai 360.0 340.5 102.0 1389.5 
April .. a ‘a 350.0 308.5 75.0 1431.0 
May .. rr nie 290.0 301.5 97.5 1419.5 
June .. ee aa 340.0 408.5 82.5 1351.0 
jay... “< oe 220.0 153-0 2.0 1418.0 
August 0d ‘ 225.0 164.5 28.5 1478.5 
September .. o% 430.0 326.5 54-5 1582.0 
October nw - 400.0 277.0 26.5 1705.0 
November ee we 270.0 274-5 69.0 1700.5 
December oe en 460.0 306.0 43-5 1794-5 
1045 January 200.0 195.0 34-5 1799-5 
February 230.0 228.5 45-0 1801.0 
March 505.0 447.0 57-5 1859.0 
April 490.0 353-5 7.0 1995-5 
May 330.0 262.5 27.0 2063.0 
june 450.0 467.5 43-5 2075-5 
Bc) aa 235.0 178.0 28.0 2132.5 
August 200.0 237.0 24.5 2185.5 
Septem ber 450.0 543-5 109.5 2122.0 
October 475.0 500.0 94.0 2088.0 
November 50.0 295.0 36.0 1843.0 
December 320.5 527.0 69.5 1630.5 
Revenue and Expenditure 
Year to Ord Ord. | Ord. Ord 
Mar. 31 Ex Rev Deficit | Exp Rev Deficit 
fm £m fm. } {m £m £m. 
1937 $30.1 823.3 6.8 | By 
1938 898.1 872.0 25.5* Quarters 
1939 1054 927 -3 127.5 | 1944 I 1562.2 1181.1 381.1 
) 1809.7 1049.2 760.5 i 1420.3 604.7 815.6 
141 3867.2 1408.9 2458.3 III 1523.8 734.0 789.8 
194 1775 +7 74.1 2701.0 IV 1502.0 054-3 847.7 
1943 . 5623.2 2819.9 2803.3 1945 I 1609.8 1240.7 302.9 
1944 3788.4 3038.5 2749.9 II 1306.3 611.0 695.3 
1945 6057.8 3238.1 2819.7 {I 1443-7 750.5 693.2 
IV 1386.2 667.8 718.4 


Allowing for loan expenditure. 
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Tax Certificates 


Issue* 
#m. 
433-1 
470.90 
493.9 
468.9 
443.1 
157-4 
450.5 
514.0 
537-2 
550.0 
552.0 


597 -8 


610.1 
640.0 
594-9 
500.3 
561.8 
550.7 
592.0 


1945 


i.e. outstanding at end of month. 


c 


(Annual rate) 


Raised 


#m 

June 47.8 
July 34-4 
Aug. 33.9 
Sept 63.8 
Oct 29.1 
No 41.2 
Dex 63.0 
Jan 52:3 
Feb 02.0 
Mar. .. a 
Ape... 25.3 
May .. 33.z 
June.. 51.3 
July 25-3 
Aug... 28.0 
Sept... 39.7 
Oct. 23.0 
Nov... 32.2 
LGC... 5 > 

t @ cord t 


Turnover of Bank Deposits 


learings 
fm. 
$4,205 
32,138 
39,010 
36,642 
40,019 
43,011 
48,657 
57,107 
62,045 
66,944 


51,025 
$5,615 


$60,053 


64,002 


60,024 


{ 
62,304 
65,680 


73,704 


Average Deposits : 
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3,159 
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* December estimated at £3,350 millions 
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Off Raised Issue* 
£m £m. £m. 
14.9 32.8 624.8 
20.8 13.5 638.3 
23-3 10.6 648.9 
25.8 38.0 686.9 
20.9 8.2 695.1 
19.1 22.5 JE .2 
20.4 42.5 759-7 
78.4 —26.1 733.60 
112.3 —49.7 683.9 
66.7 — 1.2 682.7 
19.4 8.9 691.6 
12.9 20.2 7JiIt.S 
24.7 26.5 738.3 
21.0 4-3 742.6 
13.2 14.38 757-4 
4.7 2.0 755.4 
24.6 — 1.1 754.3 
20.5 10.7 765.0 
19°0 35-7 800.77 
iat 
Ratio Clearings to : 
Current Total 


Accounts 


$0.3 
32.8 
31.8 
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Publications 


“International Monetary Co-Operation,” by George W. Halm (Oxford 
University Press, price 24/-). Professor Halm’s book is a major contribution 
to the growing literature on the monetary plans. His general conclusion is 
that ‘“‘ the Fund is the only practicable multilateral solution of the world’s 
monetary problems’’; and in support of that conclusion he argues that the 
Fund puts adequate international reserves at the disposal of its members, 
and sees to it that members do not lose those reserves in a vain attempt to 
hold untenable positions, though without interfering with their domestic 
policies. While promoting exchange stability, the Fund does not insist on 
rigid parities, but excludes competitive exchange depreciation by making 

changes in parities dependent on its approval; and though the Fund would 
use gold as a common denominator for member currencies its operations ar 
not a replica of the gold flow mechanism, nor are the members “ tied ”’ to gold. 
At the same time, the author takes a realistic view of the practical problems 
that have to be solved. The broad and often intentionally vague wording of 
the Fund Agreement will have to be interpreted, and it will take many years 
to work out the proper techniques and policies of international monetary 
operation. In short, the Fund will be a place “‘ where the diverging national 
interests and conflicting theoretical viewpoints can be continuously discussed 
and compromised, and will be an instrument whose quality must depend on 
the policies which it is made to serve.’”’ Appendices include the full text of 
the Keynes and White Plans, and of the Final Act. 

“Post-War Markets in India” (Lloyds Bank). In the past, India has 
been the largest individual customer for British manufactured goods among 
the nations of the world, and it is clear that any substantial improvement in 
India’s standard of living would offer vast opportunities for trade expansion. 
Lloyds Bank has thus rendered a useful service to exporters with this informed 
survey of India’s general position and the prospects of trade in various 
provinces. Over 150 separate commodities are discussed. The prospects for 
exports and electric power plant (both hydro-electric and steam) appear parti- 
cularly impressive. For the three years 1945/47, the total expenditure of the 
various Provinces is estimated at nearly £8 millions, for the following three 
yeats nearly {10 millions, and for the first half of the next decade over £23 
millions. The suggestion is made that the most effective way of making 

known to the Indian public what Britain has to sell would be a British Industries 
Exhibition, to be held in Bombay and Calcutta. 
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BANK LIMITED 


_- 

CAPITAL SUBSCRIBED - - - £1,875,000 
CAPITAL PAID-UP - - - - £750,000 
RESERVE FUND - - - - £1,035,000 

| DEPOSITS, etc., at 31st Dec., 1945 - - £5 1,628,600 

| 

| 

| 


HEAD OFFICE - - SOUTH MALL, CORK 


The Bank has over 200 Branches and Sub-Branches throughout Ireland 
BANKING SERVICES OF ALL DESCRIPTIONS ARE AVAILABLE FOR THE PUBLIC 


CURRENT ACCOUNTS OPENED ON USUAL TERMS. 

DEPOSITS RECEIVED AT INTEREST. 

THRIFT SAVINGS ACCOUNTS. THE SMALLEST SUMS MAY BE DEPOSITED. INTEREST ALLOWED. 
HOME SAFES ISSUED 

FOREIGN EXCHANGE BUSINESS TRANSACTED. 

INCOME TAX CLAIMS PREPARED AND !NCOME TAX RECOVERED. 

EXECUTORSHIPS AND TRUSTEESHIPS UNDERTAKEN. 

VALUABLES RECEIVED FOR SAFE KEEPING. 
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Appointments and Retirements 
Mr. Colin Campbell 
The City welcomed with especial pleasure the Barony conferred in the 
New Year Honours on one of its leading bankers, Mr. Colin Campbell, chairman 
of the National Provincial Bank since 1933. As is well known, Mr. Campbell 
has done outstanding work during the war as president of the British Bankers’ 
Association and chairman of the Clearing Bank Committee for the past eight 
years. Mr. Campbell started his City career with the well-known firm of 
East India merchants, Finlay, Campbell & Company, and joined the board 
of the National Provincial Bank as long as 42 years ago. Among other director- 
ships, Mr. Campbell is chairman of Alexanders Discount Company and of the 
Telegraph Construction and Maintenance Company. 


Barclays Bank—Mr. H. R. Brand, a local director at Lewes, and Mr. A. L. 
Grant, a local director at Manchester and also at Liverpool, have been appointed 
directors of the bank. 

Barclays Bank (D. C. & O.)—Mr. W. W. Milne has been appointed a 
general manager. 

British Linen Bank—London: Mr. William C. Wallace, joint accountant, 
has retired. Mr. Robert Park, the remaining joint accountant, has been 
appointed sole accountant. Mr. Walter Johnstone Wilson has been appointed 
assistant accountant. 

English, Scottish & Australian Bank—Mr. E. M. Janion, for many years 
manager and secretary, and since 1932 a director, has resigned from the board. 
Hambros Bank—Sir Ernest Oppenheimer has joined the board. 





Seligman Bros.—Major J. H. Hirsch has been admitted a partner. 
Standard Bank of South Africa—sir Samuel H. Wilson, G.C.M.G., K.C.B.., 
K.B.E., has resigned his seat on the board. 

Swiss Bank Corporation—The retirement is announced of Mr. S. Lorsignol 
who was a manager of the London office since 1924. Mr. Pierre de Wolff, 
hitherto a manager, becomes chief manager in London, while Mr. H. W. Comfort 
and Mr. Marc Spitzer, hitherto deputy-managers, become managers. 


Westminster Bank—Owing to advancing years, Mr. R. E. Dickinson has 
resigned his seat on the board. 


Barclays Overseas Development Corporation 
The Hon. Geoffrey C. Gibbs, C.M.G., a director of Rarclays Bank (D.C. & O.) has bee 
elected chairman of the Development Corporation, and Mr. Julian S. Crossley deputy 
chairman of the bank will also be deputy chairman of the Development Corporation 
Mr. R. N. Wilkinson is appointed manager. Mr. Wilkinson has been on the local board of 
the bank in Palestine and in Egypt. 


Rangoon Offices of British Banks 
The Rangoon Offices of the following banks reopened towards the end of January :— 
Chartered Rank of India, Grindlay & Co., Hongkong & Shanghai Banking Corporation 
Lloyds Bank, Mercantile Bank of India, National Bank of India. 





VALUATIONS 


For more than 60 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 
the opinion of value shou!d carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
Tel. MONARCH 3422 








(Member of the London Bankers’ Clearing House). 


THE THE 


INDUSTRIAL CREDIT ||| NATIONAL BANK 


LIMITED 


COMPANY, LIMITED ESTABLISHED 1835. 


{ Capital Subscribed £7,500,000 


! founded over a century ago, the progress 
of the Bank is well illustrated in the 
following figures : 
AUTHORISED CAPITAL - £5,000,000 YEAR NUMBER OF OFFICES DEPOSITS 
85 - 47 - {,192, 
SUBSCRIBED CAPITAL - £1,000,000 — a scan rons 


PAID-UP CAPITAL - - - £812,500 1946 - 265 - £61,006,000 
* 
ENGLAND 
HEAD OFFICE: 13-17, Old Broad Street, 
London, E.C.2, and 25 Metropolitan and 
Provincial Branches and Sub.-Offices. 
CAPITAL UNDERWRITING : poteonsighi . 
INDUSTRIAL FINANCING | Cuter OFFICE : 34 and 35, College Green, 
Dublin, and 238 Branches and Sub-Offices 
throughout the Country. 
* 
OFFICES: Complete Banking Service available. Special 
Depariments for Foreign Exchange, Income 
9, LEINSTER STREET, DUBLIN Tax and Executor and Trustee Business. 


AGENTS AND CORRESPONDENTS 
THROUGHOUT THE WORLD. 








BRITISH INDUSTRY & TRADE REVIEWED 


BANKING, INSURANCE & COMMERCE — all who 
must keep in touch with latest developments in and 
outlook for British Industries will find in Moopy’s TRADE 
AND CommopitTies Service the Facts and Ficures they 
require. 

For particulars of this £10 p.a. Service write to :— 


MOODY’S ECONOMIST SERVICES LTD., 


KING WILLIAM STREET HOUSE, ARTHUR STREET, LONDON, E.C.4. 
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AUDITORS’ REPORT TO THE MEMBERS OF WESTMINSTER BANK LTD 


it with the Books at Lothbury, Lombard Stree 















\ ha i 
rj 4 rbd mk the Branches We hav verifie 
Ce : Str and Threadneedle Street, an 2 
t Bar f gland. ! i s held ageinst ‘ | and Short Not 
ury Deposit Receipts, and the Investments ot > } We have obtained all the information 
| explanations we have required, and in our opinion the Balance Sneet is properly drawn up so as to 


» and correct view of the state of the Bank’s affairs, according to the best of our information an 
to us, and as shown by the Books of the Bank. 





i EEE ee Se 
WESTMINSTER BANK LIMITED | 
Sea A eadterth tyet SORES, BH eee, 
. inti 
| BALANCE SHEE 
i— 
LIABILITIES 
Canzial: . £ 
| Authorized: 7,500, Shares of £4 each , , : £30,000,000 
3,001 © Shares of Ll each. ‘ . 3,009,000 
Issued: 
y # ,990 Shares of £4 each, £1 paid. P ; ; P 7,070,950 
2,249,167 Shares of £1 each, fully paid, aenmeit into stock ‘ 4 ° 2,249,167 
| sliaiataiaiennibia 
| 9,320,157 
j Reserve . 9,320,157 
Curr » De posit and other Accounts. including provision for 
Cor ies . : £632,346,072 
| I dends payable Ist. Pde, 1946 (less Income Tax) . 388,481 
| Balances in account with Subsidiary Companies . : P 9,621,350 
i — ———_ 642,355,903 
a] Notes in circulation in the Isle of Man ; P - : ‘ ‘ 17.861 
| Acceptances, Endorsements, and other Engagements on account of item $4,248,137 
Profit and Loss Balance, carried forward . ‘ P ; . ; $63,915 
i] 
i 
tf 
5) 
a| 
| 
a 
S) oR. BE. BE KETT) CHARLES LIDBURY, Chie/ General Manager —. 
3 M.N i > Direc . £675,826,130 
g/ I \ uM C. GREGORY, Chief Accountant pres 
q sosineiian — = 
| 
i Dr. PROFIT AND 
! 
—_ 
s P. 
| 
Hy Jo Interim Dividend of 9 per cent (/ess Income Tax) on the £4 Shares paid in August last 318,195 
a . Interim Dividend of 6} per cent (less Income Tax) on the Stock paid in August last. 70,236 
i] Bank Premises Reinstatement and Rebuilding Account . ‘ ; ‘ , ° 300,00 
3 Officers’ Pension Fund ‘ ° ° ‘ : ° ° ° 300,000 
i Further Dividend of 9 per cent s Income Tax) making 18 per 
cent for the year on the £4 Shares (£1 paid up ; i £318,195 
| Further Dividend of 6} per cent (/ess Income Tax) making 12} 
| per cent for the year on the Stock . ‘ ‘ 70,286 
| 388,481 
a » Bz c rward 56 15 
‘ £1,900 877 
¢ 
ns en 
TUROUAND, YOUNGS, McAULIFFE & CO. ) 

| KEMP, CHATTERIS & CO Charterec 

i PRICE, WATERHOUSE & CO Accounta) 

| STEAD, TAYLOR & STEAD } 

Auditor London, 13th Fanuary 1946. 
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| WESTMINSTER BANK LIMITED 
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December 1945 








ASSETS 





£ 



























i Coin, Bank Notes, and Balances with the Bank of England . 69,432,658 
i B ces with, and Cheques in course of collection on, other Banks in Great Britain 
| nd Ireland. ° ° ‘ . . s ‘ “ : ‘ ; 28,722,423 
0 | 
fe Money at call and short notice 40,895,175 
; | Discounted ° ° ‘ J P 45,414,553 
57 | Treasury Deposit Receipts ‘ ; ; m F a 187,500,000 
57 | vestments at, or below, Market Value: £ 
curities of, or guaranteed by, the British Government 
(of which £1,412,805 nominal is lodged for Public 
ounts and for the Note Issue in the Isle of Man) : ‘ 170,683,875 
| Domi nion Government and British Corporation Securities 602,509 
| Other Investments (There are contngent liabilities of 
; £1,828,460 for «ncatled Capital in respect of a portion o 
hese Investment : . ; : > 1,177,804 3 
| ; —_—- 172,464,179 
ices to Customers and other Accounts 3 } 
5 ces in Account with Subsidiary Companies 
- 109,333,570 
Liability of Customers for enema Endorsements, and other en S, as 
per contra a ° . F x 14,248,137 
Shares in Subsidiary Companies (at cost, Bess amounts written off): 
| Westmins Foreign Bank Limited: £ | 
6, " ares, fully pa id } 
922000 £21 es, £10 paid | ° é e . ° 1,080,000 
| Ulster I ed: 
2 ares, £5 paid ; ‘ 1,912,500 | 
| —_— 2,992,500 la 
0 | d other Premises (at cost, /ess amounts written off) . ° ° : 4,772 935 if 
“ £675,826, 130 rr 
— se { 
) ; ——— = Se |i 
| | | Loss ACCOUNT Cr. ag 


, Profit for the year, after providing for Rebate and Taxation, and after appropriations to 









the credit of Contingency Accounts, out of which accounts full provision for Bad 


0 | and Doubtful Debts has been made . ; ° . ° ° ‘ ‘ ; 1,405,592 i 
i 
; 
' 
i 
15 
; 4 940,8 877 ; 
; 


~ 
—— — 
|; STATEMENT PURSUANT TO THE COMPANIES ACT 1929 | 


| ; 
6 | By Balance brought forward trom 31st December, 1944 ‘ ; : é 535,285 





















| lhe total remuneration paid to Directors amounted to £33,643. Such of the aggregate profits of the Sub- 
en declared in dividends are included in the Profit and Loss 
the profits of the Subsidiary Campanies, including the profits of 
tminster Foreign Bank Limited for the six year period ended 30th September, 1945, have been carried 
ward in the accounts of those Companies 





( mpanies for the year as have 
CA tual 


above. The undi ices of 





R. E. BECKETT ) CHARLES LIDBURY, Chief General Manage: 
M. N. HOGG Director 
ALDENHAM ) C. GREGORY, Chief Accountant 


' London, 15th January 1946, 
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BARCLAYS BANK 


INCREASED NET PROFTI 


EDWIN FISHER ON NEED FOR 


TAXATION RELIEF 


MR 


HE fifty-first ordinary general meeting 
of Barclays Bank Limited was held at 
the head office, 54, Lombard Street, 


London, E.C., on January 23 


The following is the 
Chairman, Mr. Edwin Fi 
the report and accounts 


tatement by th 
er, circulated with 





Since our last report was issued the war has 
taken further toll of our staff: 75 fatal casu 
alties have been reported to us, making a total 
of 418 since the outbreak of war. Unhappily, 








there also remain 12 who are still reported as 
missing. We have, however, been fortunate 
in being able to welcome back from captivity 
the great majority of our men who were 
prisoners of war. The highest number of our 
permanent staff engaged on full-time national 
servi at any one time during the war was 
6,033, including approximately 50 per cent 
of our pre-war male st and the peak figure 
of those holding commissioned rank was 2,367 





men 


Awards and comm ations received up to the 
end of 1945 totalled 202 


STAFF'S WAR-TIME SERVICES 


A vote of thanks to the staff will be proposed 


at in meeting so that stockholders may be 
associated with it, but I would say a special 
word in appreciation of the achievement that 


stands to the credit of all those who have been 
at their posts in our offices and branches up and 
itry during these years of war 
L and deprived of the 
experience of those who left to 
join the Services stood fast by all the 
traditions that we value in the bank, adding 
fresh lustre to our record in the performance 
tional importance. 


down the cout 
Depleted in 
ipport and 





of a task of na 





Conditions were natur: 
the areas sub ject d to 
brought comp! 
branches and other 
to 73 more, and 


ly most difficult in 
enemy air attack, which 
destruction to 31 of our 
properties, severe damage 
damage to a further 651 





Some branches were affected more than once, 
and altogether there were 1,713 incidents 
involving 755 buildings The London area 


sustained 1,331 incidents 407 properties 
It was our privilege, 


ottish affiliation, the 


in rg pe with our 
British Linen Bank, to 


be appointed as official depositaries for tt 

United States Forces in the United Kingdom 
exclusive of the London area, where, of cours¢ 
the American banks operated in this capacity 
The great amount of work involved was under 
taken in a very personal way by all concerned 
and the large number of appreciative letters we 
have been proud to receive testifies to the valu: 
of the services rendered, and to the happy 
atmosphere in which the business was con- 
ducted 





BALANCE-SHEET ITEMS 

The balante sheet of a bank to-day demon 
strates the extent to which money received 
from customers on current and deposit accounts 
is in turn lent by the banks directly or indirectly 
to the Government. In our own case it has to 
be remembered that, in addition to the large 
amount held in Treasury Deposit Receipts, our 
money at call and short notice is substantially 
used to finance holdings of Government obliga- 
tions, while by far the greater part of our bills 
discounted consists of Treasury Bills. More- 
over, most of our investments are in British 
Government securities. Advances have assumed 
2 dere porns place amongst our assets, asa 

atural outcome of war conditions. The transi- 
tion from war to peace should create a demand 
for bank lvances, and this figure is a 
barometer which we watch continually in the 
that a sustained upward movement, 
which would denote a quickening of the return 
to peace-time industrial and commercial 
activity, will declare itself. 


hope 





The tendency in recent months has been fox 
the amount borrowed from the banks tc 
increase. Any increase is encouraging, but it 
would be unwise to stress this feature unduly 
at this stage as the switch over from war to 
peace involves special expenditure preparatory 
to commercial production, and this in turn 
causes a demand for bank loans. For instance 
on the cancellation of war contracts some time 
must elapse before amounts due can be finall; 
agreed and paid, with the result that firms 
engaging in fresh enterprise are more dependent 
on their bankers for support. Then there is the 

and adapting machinery, and 


task of installing 
all the time this is going on wage s and overhead 





expenses have to be paid in advance of produc- 
tion. For these reasons it is perhaps a little 
early to take a decided view as to how far an 


business revival is responsible for the 


. ' Kyra Jara ~ 
nt in bank advances. 


incipient 
movemie 


The decision of the Government to reduce 
the rate of interest on Treasury Deposit 
Receipts necessitated ac l in th 
neral structure of short-term interest rates 
ffect of the nee changes has not yet been felt 
to any marked degree since, as the report shows 
our net profit is increased. At the same time 
the new structure will doubtless ten 
towards some diminution in future profits. 








rate 





PROFIT AND DIVIDENDS 


Che net profit of the bank for the year ended 
December 31 last, after payment of all charges 
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and after making provision for all bad and 
doubtful debts and for contingencies, amounted 
to 41,740,594 38. 7d., compared with 
{1,673,351 11s. 3d. for 1944. This increased 
profit is due to the larger balances at our dis- 
posal. As will be seen from the report, the 
directors have allocated from the profit 
£250,000 to contingency account, £350,000 to 
premises reserve account (for deferred repairs 


and reinstatement), and /41,651 to staff 
widows’ fund (towards annuities for war 
widows). Interim dividends at the same rates 


as in 1944 were paid on August 8 last. 


The directors now recommend the paymeut 
of final dividends of 5 per cent., making Io per 


cent. for the year, on the ‘“‘A”’ stock, and 
7 per cent., making 14 per cent. for the year, 
on the ‘‘B” stock and “C”’ stock, less 
income-tax in each case. 


On December 6 last an agreement was signed 
for a line of credit of $3,750,000,000 to be 
placed at the disposal of the United Kingdom 
by the United States of America, on terms 
which are now well known and which have been 
discussed at great length. I will not attempt 
to refer to the problems involved, but I would 
emphasize that the success of this arrangement 
and the subsequent measures which may follow 
in its train depend upon good sense and under- 
standing in the two countries concerned. The 
situation in which we find ourselves makes it of 
the utmost importance that, consistent with 
our pressing needs for consumer goods, the 
resources available should be used to the 
greatest extent possible for reproductive capital 
expenditure and for buying materials required 
for our export industries. 


WORLD SHORTAGE OF GOODS 


I have referred in past years to the signi- 
ficance of export trade in the pattern of our 
own post-war economy. It seems clear enough 
that the shortage of all kinds of goods with 


which the world is faced at the moment is so 
serious that some time will elapse before it will 
be possible to satisfy even urgent needs. 
Consequently, there will be a ready market for 
almost every conceivable kind of product that 
can be made available. This is a situation 
from which we may derive some advantage in 
so far as it will put us in the way of regaining 
our Oversea connexions and help us to pay for 
what we need from abroad. But we must all 
be sure thatit does not deceive us into building 
up the wrong kind of productive organization, 
for the predominance of demand will gradually 
lessen and the element of choice assert itself. 
he time will come 
industries of Europe will be restored, when the 
programmes of industrialization already under- 
taken and in prospect in other countries will 
be far advanced and when all the pent-up want 
caused by the war will be satisfied. It is with 
must look ahead and so 


when the shattered 


this in view that we 
direct our industrial reconstruction and devel- 


opment towards the creation of a highly 
efficient and flexible productive machine, freed 
from unnecess ary controls and regulations, 


embodying in the fullest measure our own 
peculiar skill and advantage and with amp! 
scope for that native ingenuity which is our 
inheritance from the past. 
SAVING STILL NECESSARY 

The successful accomplishment of the nation’s 
task requires the deployment of all our energy 
and resource, and not least that the volume of 
savings shall be maintained at the highest 
possible level, so that the evils of inflation may 
be held at bay. During the period of transition, 
shortages in the domestic market cannot be 
avoided and Government expenditure seems 
likely to remain relatively heavy for some time. 
Savings, therefore, have much the same signi- 
ficance both for the State and for the individual 
as they had in war-time, a condition of affairs 
that cannot be emphasized too often or too 
much now that the stimulus of war has passed 
away. But with their hard-won savings 
harnessed to the national effort towards 
recovery, the people have the right to expect 
that the money is expended to the best advan- 
tage possible. 


It must also be said that too much import- 
ance cannot be attached to the early reduction 
of Government expenditure and to the pro- 
gressive relief which should be given as rapidly 
as possible from the burden of excessive taxa 
tion. This is a picture which the banker is 
perhaps, in a position to see more clearly than 
others. There will be—indeed there is already 
—a growing disposition to borrow by firms and 
by individuals for legitimate purposes of recon- 
struction and enterprise. The fact, however, 
remains that there is little incentive to borrow 
unless there is a reasonable prospect that the 
money can be employed to advantage and, 
even then, that prospect will often fail to 
attract while high rates of taxation remain 
In this connexion it is necessary to stress the 
importance to progressive business of relief in 
the higher as well as the lower income levels 


PRODUCTIVE EFFORT CALLED FOR 


A doctrine of austerity doubtless has its uses 
as a curb upon extravagance, but it is an un- 
palatable prescription and an overdose of this 
medicine may well have a discouraging effect 
upon the patient. He should be exhorted and 
emboldened to exercise himself and his inven 
tive skill to bring about increased production 
By so doing, full employment can best be 
achieved, and the weight of taxation on enter- 
prise and initiative should become less oppres- 
sive, for clearly the burden of a given amount 
of taxation becomes lighter the greater the 
volume of production and business activity 
upon which it is levied. 


After what we have endured in anxiety, 
exertion and deprivation during the past six 
years, a desire for some relaxation can be well 
understood. But we have to remember that 
the means for satisfying our needs and for 
achieving prosperity flow from one main source 
-——our own productive effort. 
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DISTRICT BANK 
LIMITED 


INCREASED LIQUID 


ASSETS 


4 BANKS’ AID FOR INDUSTRY 


SIR R. NOTON BARCLAY’S 


STATEMENT 


HE Chairman, Sir R. Noton Barclay, 

issued the following statement to the share- 

holders of District Bank, Ltd., prior to the 
one hundred and sixtee ys annual meeting held 
on January 29 at the head office, Spring Gardens, 
Manchester 





With victory achieved and peace, we trust, 
in the making, I hope this will be the last time 
that limited paper supplies confine comment 
mainly to our domestic affairs. 


From the report you will see that during the 
past year we lost through death Mr. W. R 
Easterby who, having continued as a member 
of the Board after relinquishing the office of 
managing director in 1935, rendered valuable 
service to the bank for over 60 years. We have 

lost the Arthur Hacking, 
who retired on account of ill-health. Shortly 
after our last meeting we were approached by 
the chairman of Lloyds Bank regarding an 
invitation his board wished to extend to Lord 
Balfour of Burleigh to become one of their 
directors. He has now been appointed chair- 
man of that bank and we ofter him our con- 
geratulations and good wishes. As a new 
member of our board we are pleased to welcome 


services of Mr 


Dr. C. J. T. Cronshaw : he needs no introduc- 
tion, being well known both in scientific and 
business circles After their long period of 


national service we are glad to have once more 
the active support of such experienced col- 
leagues as Sir Thomas Barlow and Sir Kenneth 
Lee We congratulate the former, who 
recently been elected joint deputy-chairman, 

n the further recognition in the New Year's 
Honours List of his valuable public work during 


the war 


has 


THE YEAR’S ACCOUNTS 

With the figures before you for both 
December last and the close of the previous 
vear it is not necessary for me to discuss the 
items in detail. Briefly, deposits are nearly 


{10 millions ahead of last year and this is 


mainly retiected in increases in our liquid assets, 
including Treasury di posit receipts. Perhaps 
advances merit special comment, since, w whereas 
throughout the war the movement has re. 
mained persistently downwards, this year the 
trend is reversed and we record an increase 
of over £24 millions. We are, however, still 
in the period between the termination of war- 
time contracts and the development of peace- 
time production. As time goes on there should 
be later stages of transition with large-scale 
re-equipment of industry. This should lead to 
an increased demand for financial assistance, 
a prime banking service which we are in a 
strong position to afford to our customers in 
both a large and small way of business. 














After full provision for bad and doubtful 
debts, taxation and contingencies, we show a 
slightly increased profit over the previous 12 
months. With the 1cunt brought forward 
there is £812,676 available and, after similar 
allocations to those of last year and a repetition 
of our usual dividend, the balance of profit to 
be carried forward is £393,004. In considering 
earnings, past and future, it might here be 
appropriate to point out that the Government's 
decision to reduce the interest rate to § per cent 
on Treasury deposit receipts and the adverse 
effect on our short asset income, which regret- 
tably necessitated a cut in interest paid to 
depositors, only operated for a short period of 
last year. Therefore the result on our carnings 
for a full year’s working has yet to be ascer- 
tained. Meanwhile you will be pleased to know 
that the business of the bank continues to make 
satisfactory progress 





INDUSTRY'S OPPORTUNITY 


With the termination of the war the world 
enters upon a new era and this inevitably 
involves far-reaching changes from which the 
banks can by no means be immune. In the 
light of present banking conditions the nation- 
alization of the Bank of England does little 
more perhaps than legalize a_ relationship 
which has for some years been closely main- 
tained between the Central Bank and the 
Treasury. Provided Government control does 
not interfere with legitimate enterprise, then it 
should not fundamentally aftect our banking 
structure. In the meantime banks emerge 
from this war with the financial capacity 
necessary for a full scale peace-time industrial 
programme, and their lending facilities are, of 
course, supplemented by those offered by the 
two new Finance Corporations. Equally indis 
pensable for the efficient development of our 
trade and commerce is technical banking 
experience, and I ition the 





here I might met 
specialist services of our Foreign Department 
which is already so actively associated with the 
export drive. 


Naturally, the high hdpes of 
intoleranc e of any controls, 

idvised, which may appear to delay the return 
to an easier life and improve sd stand irds. But 
haste should be tempered with discretion and 
the forward move should not disregard past 
experience and proved economic laws which 


peace engender 
however well 





Se 


a 


en 


te 
ne 
th 


co 
in 


ti 


lid assets, 
Perhaps 
“M hereas 
has re- 
year the 
increase 

‘ver, still 

n of war- 

of peace- 

re should 
rge-scale 
if lead to 
ssistance, 

are in a 

ymiers in 





loubtful 
show a 





‘vlOUS 12 
forward 
r similar 
epetition 
profit to 
nsidering 
here be 
rnment’s 
per cent 
adverse 
h regret- 
paid to 
veriod of 
carnings 
2 ascer- 
to know 
to make 


Y 


1e world 
evitably 
hich the 

In the 
; nation- 
es little 
tionship 
y main- 
ind the 
rol does 
, then it 
banking 
emerge 
apacity 
dustrial 
; are, of 
by the 
ly indis 
of our 
banking 
ion the 
irtment 
vith the 


»nder 
well 
» return 

But 
ion and 
rd past 


which 








SS 


119 


if flouted, might result in inflated prices and 
retard rather than promote lasting progress. 


NEED FOR EFFICIENT ORGANISATION 


On the other hand, present opportunities for 
technical advancement and the paramount 
need for efficient organization seem to open up 
for joint endeavour between capital, 
management and labour. What more en- 
couraging, therefore, than that the cotton 
industry should take the lead and, through the 
Evershed Report, demonstrate what co-opera- 
tion can achieve. Let us hope that the recom- 
of the industry’s Working Party 
will prove equally clear and constructive and 
that in consequence each section of the trade 
will fully understand how it can best contribute 
to the common cause. Pending these important 
decisions it would tf s well to recognize that 
to-day we have a sellers’ market. Such is the 
shortage of supplies that there is a tendency 
to the dangerous assumption that price is only 
importance. While, for tl 
be true, the large increase 
t be overlooked 
if more rapidly 
re long we 


t and 


the way 
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shall once again have a buyers’ marke 
price will be all-important. The belief held in 


some quarters that British goods are preferred 
by foreign buyers, although it may have some 
substance; will not induce them to continue 
their custom if our goods are dearer than those 
of our competitors 








THE STAFF 


The last year of the war has regrettably 
added to the number of our men who have lost 
their lives on active service. The total is 81 
and the relatives have our deepest sympathy 
Valour and meritorious service have brought 
further decorations and tributes to serving 
members of the staff to whom we offer our 
sincere congratulations. Some of our employees 
are now coming back to duty in the bank and 
we hope the influx will steadily increase in the 
months which lie ahead. We extend a warm 
welcome to those returning to civilian life 
and we are making arrangements for their re- 
absorption and training. To those who have 
so ably carried the bank through the difficult 
years of war, and in particular to the pen- 
sioners and married women who have helped us 
through the period of emergency, I would 
express a full measure of thanks for their 
inestimable service. 

With the conclusion of the war, Mr. Dafforn 
intimated a desire to be relieved from the heavy 
burden of his office as chief general manager 
and he retired at the end of September. In 
your name [ should like to express our warm 
appreciation of the long and outstanding ser 
vices which he has rendered to the bank 
Mr. Dafforn is succeeded by Mr. W. F. Lonsdale, 
and we are confident that fhder his manage 
ment, together with the able assistance of 
Mr. Cunlitfe and that of Mr. Higginbottom, the 
new joint general manager, our business will 
continue to progress. 
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Without 
planning for the future 


ready money 


may come to naught. 
You need money to re- 
equip and expand the 
old business, to start up 
the new, to test new 


ideas and to develop 






new processes. 






For all such projects 
much money will be re- 
quired, but much will 
be available. 
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LLOYDS BANK 
LIMITED 


THE AMERIC vepannes AGREEMENT 
AN eaiead BURDEN 
LORD BALF( as. saee BURLEIGH’S 
VIEWS 
HE a aallaiaiae of Lloyds 


Bank Limited will be held on February 1 
at the Head Office, 71 Lombard Street, 
London, E.¢ 


The following is the statement of the Chair- 
man, the Rt. Hon. Lord Balfour of Burleigh, 


D.L., circulated with the report and accounts 





and gentlemen,—The year 


wiil 





My | 








vhich has sed since our last meeting 
have a ent place in history. Uncondi- 
tional r was enforced by the United 
ations ir enemies in the West and 
in th recall with pride the con- 
ur cé and of our Empire to 
i aa 





WARDINGTON 





Referenc: to a number of 
personal » first of these is the 
resignation mb 31 last of Lord 
Wardington as chairman, an event which was 
fore in a public announcement made during 
November Lord Wardington has been a 
director of the bank since 1903, he became 

in 1909, and has filled the 
nection for no less a _ period 





Although he 


has thought it necessary, in 





‘ of his advancing years, to relinquish his 
duties as chairman, his collez *s are delighted 
to feel that they retain his valued presence as 
a member of the board. It is not possible in 
the course of a short statement adequately to 


pay tribute to the work which he has done over 
sO many years and members will have an 
opportunity of placing on record their apprecia- 
tion of his great service to the bank 


CHANGES ON THE BOARD 


I have to record with much regret the resig 
nation from the board, on account of advance 
ing years, of Sir Henry Hoare and Mr. W. W 
Paine Sir Henry Hoare was appointed a 
director in 1914 and Mr. Paine, after a period 


general manager, in 1926. 
tribute to the long and 
both these gentlemen 


ot eignt y I asa 
We de pay 


luable service of 


sire to 


20 
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During 1945 we have had pleasure in electing 
to the board Viscount Ridley and Sir Jeremy 
Raisman. Lord Ridley, with his record of 
business and of public service, and Sir Jeremy 
Raisman, with his experience of Indian affairs 
culminating in a term of service as a Finance 
Member of the Viceroy’s Council, will both 
be a source of strength to the board in our 
deliberations. 


I record with pleasure the elevation to the 
peerage of Lord Ramsden and Lord Lyle of 
Westbourne, and the bestowal of a Knighthood 
on Mr. Verdon Smith. Mr. A. G. Crowther 
has been elected a member of the West York- 
shire Committee. The death of Lord Mam- 
head, a member of the Salisbury Committee, 
is recorded with great regret. I must conclude 
my record of changes on your board by refer- 
ence to my own appointment as a director and, 
as from January 1, as chairman of the bank. 
I think I need not say more than that I am 
highly sensible of the very great honour which 
my colleagues have done me in appointing me 
to this high office, and of the privilege which 
I feel it to be to serve this great institution as 
its chairman. 


On December 31 last Mr. Sydney Parkes 
retired. Mr. Parkes has served the bank for 
the exceptional period of 51 years, and has 
filled the office of chief general manager for 
seven years, until the end of 1944 jointly with 
Mr. R. A. Wilson, who then retired, and since 
then alone. Mr. Parkes has rendered signal 
service to the bank. We are happy to retain 
his services as a director. Mr. L. A. Stanley, 
who had been a joint general manager since 
1939, retired during the year, and Mr. R. G. 
Smerdon, our district manager in Liverpool, 
was appointed to succeed him. Mr. E. Whitley- 


Jones and Mr. A. H. Ensor have been 
appointed chief general managers in succession 
to Mr. Parkes. 

BALANCE SHEET FIGURES 


Turning to the profit and loss account and 
balance sheet, our profit at £1,630,000 is sub- 
stantially the same as last year. Our current, 
deposit, and other accounts have shown a 
further expansion and are £48,000,000 higher 


at £5605,000,000 


assets side our bills—principally 
Bills—show an increase of 

You will realize that Treasury 
a fall of 
asset at 
on these 
per cent 


On the 
Treasury 
£48,00 0 0. 
Deposit Receipts, although showing 
£25,000,000, are still our largest 
£290,000,000. The rate of interest 
was reduced in October last from 14 
to § per cent., and this reduction will inevit- 
ably have a serious efiect upon our future earn- 
ing capacity so long as sucha large proportion 
has to be employed in that 





of our resour j 
manner Our investments are up. by 
17,000,000, and there is a gratifying increase 


/ 


of {13,000,000 in our advances to customers. 
We are ready and anxious to assist commerce 
and industry in developing peace-time activi- 
ties and to provide facilities for financing the 
country’s vital export trade. 
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ANGLO-AMERICAN FINANCIAL 
AGREEMENT 


Referring to the financial agreement with 
the United States, conscious as we are of the 
good comradeship of our American ally and 
the perfect partnership achieved between us in 
war, I feel bound to record my view that the 
financial burden we have been asked to assume 
is disproportionately onerous and the period 
within which current sterling receipts are to 
become freely convertible is dangerously short. 
Such terms were rendered acceptable only by 
the clusion in the financial agreement of 
Article 12, which gives us the right to require 
reconsideration of any of the provisions should 





it; this should eliminate any risk of our being 
forced into default due to a failure of our 
American friends to play their part as a great 
creditor nation. The responsibility now is 
theirs to be ready not only to lend abroad but 


also to receive a greatly increased volume of 
imports 








The magnitude of the problem facing the 
Americans can only be understood when we 
remember that the whole of their sp 

created war production was superimposed upon 
their normal peace-time production, which had 
not to be curtailed as was the case here. If 
unemployment is to be avoided, t , 
productive power must be absorbed by rising 
standards of living, not only in the rest of the 
world but also in America herself. As for us, 
our major problem is to reconvert our industry 
arts of peace and to raise our efficiency 
as rapidly as possible to the highest pitch. 


cially 


his 








to th 


Only so can we hope to secure on competitive 
our full share of the immense export 
trade which will be at our command if the 


way can at last be opened to trade that is 


terms 








genuinely free. Lord Wardington in past 
years has frequently stressed the importance of 
expo! and it cannot be repeated too often 
that unless we can export we cannot maintain, 
et alone raise, our standard of living 
BRETTON WOODS 
With « export trade in view, therefore, 





we cordially welcome the Bretton Woods 
Agreement, the first international attempt in 
history to secure sta j 

)f international trade other 


ble exchanges in the 


nterest « than by the 





old rigid gold standard. Article VII of the 
agreement, dealing with “‘ scarce currencies,” 
is specially welcome as an earnest of American 





\ valuable part of the agree- 
ment is the establishment of the International 
Bank for Reconstruction and Development 
the operations of which, if they can be set in 
motion quickly, should be of assistance in 
tiding over the difficulties of free convertibility 
ft sterling at so early a date. 


good intentions. 





Summing up the net result of the financial 
agreement, the Bretton Woods Agreement, and 
the American Agenda for the Trade Con- 
ference, which must be taken as a whole, I 
would say that, disappointing as the Financial 





Agreement may seem to us as a reflection of the 
common effort which led to the common 
victory, the arrangements none the less are 
full of hope and promise for the future; it 
is to the future that we now must turn with 
confidence and determination. 


BANK OF ENGLAND BILL 


At home a general election has resulted in the 
return for the first time in our history of a 
House of Commons predominantly Socialist. 
The first fruits of the event, for us, have been 
the introduction into Parliament of the Bank of 
England Bill. At the time this statement goes 
to the printer the Bill has been passed by the 
House of Commons with minor, though to us 
helpful, amendments. While it is necessary to 
suspend final judgment until the Bill has 
found its way on to the Statute-book, I may 
perhaps be allowed to say that I do not expect 
any particularly good results from the Bill ; 
whether the introduction of a certain rigidity 
where formerly there was flexibility wiil do 
harm, the future alone can show. It goes 
without saying that the joint-stock banks will 
continue willingly and cordially to co-operate 
in the national interest with the Bank of 
England and with the Treasury, as they have 
never failed to do in the past. 


Cohen Committee Report.—The report of 
the Cohen Committee appointed to make 
recommendations for the revision of the Com- 
panies Act, recently published, is of outstand- 
ing interest and importance. I welcome the 
decision of H.M. Government to implement 
the report by legislation, but I hope that the 
details will be very carefully scrutinized and 
considered in the light of what is really prac- 
ticable and reasonable, particularly the much 
discussed nominee question. If the new Act 
is to be thoroughly workable and not to hamper 
or be unduly restrictive of legitimate and 
honest business, some simplification of the 
more involved and complicated proposals is 
desirable. 

TRIBUTE TO STAFF 

No less than 5,136 members of our staff 
have served in H.M. Forces or in industry 
during the war period, with the result that a 
very heavy burden has been thrown upon those 
who have remained in the bank. With the aid 
of the temporary staff the work has been 
carried on, often under the most trying con- 
ditions, with conspicuous success. I would 
like to express our appreciation and thanks to 
all members of the statt for their great con- 
tribution to the national effort, whatever part 
each may have been called upon to play. A 
special tribute should be paid to our managers 
and staff in the Channel Islands, who carried on 
the business of the bank so heroically during 
the German occupation. We mourn the loss 
of 333 of our statt who have given their lives 
and our sympathy goes out to their relatives 
in the grievous loss which they have sustained. 
We have been pleased to welcome back to the 
bank 1,227 of our statf from the services. 
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MARTINS BANK 


ECONOMIC TASKS OF PEACE 


MR. F. A. BATES’S SURVEY 


HE 1rr5th annual meeting of Martins Bank 
Limited was held on January 29, at the 
head office, Liverpool 


Mr. Frederic Alan Bates, the chairman, has 
issued to shareholders, with the report and 
sccounts for 1945, the following statement: 


The hopes I express« d 
speedy « of a k 
been realized, and a decisive 


rewarded the sust: 


a year ago for the 
and bitter struggle have 
victory has 
Lined and impressive efforts 
of the United Nations. With the end of the 
war I am to give information about our 
staff and the bank’s affairs which it has been 
necessary hitherto to withhold 





able 


Our pre-war staff totalled 3,510 


and con- 
sisted of 2,759 men and 751 women. Of these 
1,596 men 5 

or were 


75 women joined the Forces 
importance 


service of national 

Eighty-eight men lost their lives, 

and to their relatives I send our deepest sym- 
pathy. Many members decorations 
or were mentioned for gallantry, and many 


1a 
and 


engaged on other 








received 


distingui 1 themselves by rising to high rank 
in the Service Ihe staff remaining with the 
bank h l, testing time and many trials 
In addition to their rdinary work, made 


arduous by staff shortag« 


I and aggravated by 
difficultic 





transport , practically all were 
engaged in the Home Guard or other Civil 
Defence services At the conclusion of the 


war 58 per cent. of our staff consisted of women, 
and I wish to appreciation of the 
invaluable part they have taken in the daily 
work of the bank’s business, and also for the 
service they rendered in many ways in the 
national interest. The reinstatement of our 
returning officials has engaged our close 
attention, but the number demobilized is at 
present relatively small 


express 


WAR DAMAGE TO PREMISES 


We were fortunate during the war in regard 
to our premis« Out of a total of 570 branches 
only seven were completely destroyed, although 
153 sustained damage in varying degree. As 
soon as conditions permit, substantial expendi- 


ture will be necessary to provide for extensions 
and renewals of our premises and for repairs 
and renovations to restore them to pre-war 
standards. 


Our system of custodian branches, to which 
were dispatched schedules of each day’s 
business, proved an efficient safeguard and we 
were in every case able to renew our records 
within a very short time of the destructi-,, 
In this connexion extensive use was made of 
micro-photography. Eighty-two branches were 
closed during the war to release man-power. 
Subject to the needs of the areas in which they 
are situated, most will be reopened as oppor- 
tunity offers and demobilization progresses. 


MANAGERIAL CHANGES 


Mr. J. M. Furniss, after 52 years’ distin- 
guished service with the bank, retired from the 
position of chief general manager at the end 
of July, but you will have been pleased to learn 
that he will continue as a director on the 
general board. Mr. James McKendrick was 
appointed chief general manager and Mr. Frank 
Voyce deputy chief general manager: both 
have long records of service in the bank and 
are thoroughly acquainted with its business 
During the year Mr. F. A. Moore, joint general 
manager, retired after 47 years of able service 
Mr. M. Conacher, formerly North-Eastern dis- 
trict general manager, has been appointed 
Liverpool district general manager and he has 
been succeeded by Mr. G. R. Tarn, previously 
London superintendent of branches. Mr. T. A 
Johnson has been appointed an assistant 
general manager. 


NEW RECORD FIGURES 

The net profit for the year is £645,807, which 
is slightly higher than in the previous year 
The usual interim and final dividends have been 
announced. Allocations have been made :— 
to the published reserve £100,000, to reserve 
for contingencies {100,000, to reserve for 
pensions £50,000, and to premises redemption 
f{100,000. A further expansion is shown in the 
bank's balance-sheet. The amount due to 
customers on current and deposit accounts has 
reached a new record of {212,691,000, and the 
total assets having increased correspondingly 
exceed {230,192,000. Investments have in- 
creased by {7,656,000 and now stand at 
£68,653,000, but our holding of Treasury 
deposit receipts at {65,500,000 is smaller than 
a year ago. Advances show an increase of 
£2,485,000 during the year, and there is now 
much more inquiry and activity in this 
department. 


A new item appears on the assets side of the 
balance-sheet—namely, shares in the Industrial 
and Commercial Finance Corporation Ltd. 
which is the company formed in conjunction 
with the Bank of England, clearing banks, and 
Scottish banks to assist in the rehabilitation of 
industry by providing finance for capital 
expenditure which might be considered outside 
the function of the joint stock banks. We felt 
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it our duty to take part in this effort to assist 
industry to adjust itself to the problems ex- 
pected to arise in the aftermath of war. In 
addition, our management have been increas- 
ingly engaged in dealing with finance for our 
customers to facilitate the change over from 
war to peace-time manufacture. 


INDUSTRY’S PEACE-TIME PROBLEMS 

As most business men could foresee, it was 
impossible for the world to concentrate for six 
years on the non-productive expenditure of war 
without ill-effects ensuing. During the war 
man-power was available to manufacture only 
the minimum quantity of those goods which 
determine the standard of life of the nation, 
and even that low standard would not have 
been possible except for the partnership of our 
Dominions and Colonies and the United States 
of America. 


The post-war problems of this country are 
concerned with shortages—shortage of labour, 
which demobilization should remedy, shortages 
of houses, offices, and factories, shortages of 
goods in the shops, and shortage of inter- 
national trade. There is one way only of 
solving these problems, and that is by stimu- 
lating the country’s productivity and reviving 
international commerce through the deter- 
mined effort of employees and employers alike ; 
the worker giving the maximum output per 
man hour and the directors and managers pro- 





viding the machinery and organization whereby 
this can be accomplished. 


CONFIDENCE AND COURAGE NEEDED 


Commerce calls for confidence and courage 
from which spring trade activities, large or 
small, in the furtherance of which the bank 
stands ready to provide every banking facility 
to its customers. How far regulated austerity 
on a national scale will affect the initiative and 
effort necessary for the expansion of our world 
trade remains to be seen, but, while realizing 
the need to avoid unnecessary expenditure, 
there is still the risk that over-emphasis of 
austerity may tend towards frustration ‘in 
commerce and limitation of effort. One 
country’s import is another’s export, and it is 
useful to remember that interference or restric- 
tion in either case may cause unexpected 
reactions abroad affecting our trade elsewhere. 


The inward and outward cargoes at our 
ports, the ships to carry them, the merchanting 
and other necessary services abroad, such as 
insurance and banking, will have to be worked 
for and organized in a competitive world, in 
sensitive markets and over ramifications of 
trade routes which cross-link all the nations 
of all the seven seas. On success in reweaving 
this highly complicated pattern of commurce, 
which needs all the practical experience that a 
trading nation can command, will largely 
depend our standard of life and also our 
strength in the future. 
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MARTINS BANK 


LIMITED 


STATEMENT OF ACCOUNTS, 31st December, 1945 


£230,192,930 


| LIABILITIES 

| ; Capital id up £4,160,042 
Recetas head 4,100,000 
Current, Deposit and other “accounts (including Profit and Loss 

| Acount) 213,264,832 
Liability for Acceptances, Endorsements, etc. eee eee eee 8,668,056 

£230,192,930 

ASSETS 

| Cash in hand and et Bank of England £24,094,901 

| Balances with, and cheques in course of <ollection on other British 

Banks. , wae ‘on aad a 10,482,347 

} Money at call and short notice 11,104,000 

| Balances with Banks abroad 3,760 
Treasury Bills ees 5,020,000 
Treasury Deposit Receipts 65,500,000 
Bilis Discounted 43,822 
Investments ° 68,653,440 
Advances to Customers and “other ‘accounts. 33,824,475 
Bank Premises eee 2,798,129 
Liability of Customers for Acceptances, Endorsements, COE: 000 8,668,056 


LONDON DISTRICT HEAD OFFICE: 68 LOMBARD STREET, E.C.3 
HEAD OFFICE: WATER STREET, LIVERPOOL, 2 











MIDLAND BANK 
LIMITED 


STATEMENT BY THE CHAIRMAN, 
[HE MOST HON. THE MARQUESS OF 
INLITHGOW, K.G., K.T.,, ON THE 
EPORT OF DIRECTORS AND BALANCE 
SHEET FOR THE YEAR TO 
DECEMBER 31, 1945 


The Chairman did not deliver a speech at 


the annual meeting on January 30. In place 




















reof the following statement was circulated 
) ureholders with the report and balance 
It is right that I should begin my remarks 
ith a warm tribute to the staff. During the 
ng y f ul the present difficult 
Ans d » have all, both clerical 
ind t! greatly depleted in 
1umbers, given eager rvice that calls for the 
hest praise—and this applies to men and 
nen, old and young, experienced and inex- 
ri ed alike. Many men gladly continued 
their service in the bank after reaching retiring 
Last May our total numbers were at their 
west——11,800 ympared with a _ pre-war 
rength of 14,100—and even by the end of 
1945, with the partial return of men from the 
Forces, the total was still only 12,600 
I ing the war, well over 8,oco men and 
yoo women went from the bank into 
the rious Service In all theatres of war, 
n sea and land and in the air, they have fought 
t tinction, and no less than 156 have 
een decorated or mentioned in dispatches 
have known the horrors of prison camps 
Te press our appreciation and grateful 
xtend a heartfelt welcome on their 
unk [he arrangements made 
tion I tatement are work 
ig very satisfactorily In this, as in all other 
taff matter ve ar eatly indebted to the 
wl ! ! ) of our 
~ f \ iat i 


But there are, I grieve to say, 420 men who 
these are they who have 
{ upon to make the supreme sacrifice 


and in early manhood have laid down their lives 


in the cause of freedom. Others, numbering 25, 
lost their lives as civilians through enemy action 
on the home front. We pay homage to their 
memory, we humbly recognize the duty that is 
laid on us who remain to see that their sacrifice 


has not been in vain, and our hearts go out in 
nes who mourn their 





THE PAST YEAR 


The past year has seen the beginning of the 
change-over from war to peace conditions. 
Already there has been a marked increase not 
only in the volume of routine work, but also 
in the number of propositions and inquiries 
placed before us; there is no doubt recon- 
version is gaining momentum. A particularly 
gratifying revival is shown in the business of 
our overseas departments. The general growth 
of activity is putting an additional strain on 
our restricted staff, but we are proud to be able 
pply a complete and flexible banking 
e, which will meet the needs of peace 
as it has of war. 






servic 


It was a special happiness to resume contact 
with our Channel Islands branches immediately 
after their liberation. The Islanders have ex- 
pressed warm appreciation of the service 
rendered by our branches during the occupa- 
tion, and of the arrangements made to assist 
in the speedy return to peace-time conditions 


In presenting our balance sheet and profit 
and loss account we have now adopted the 
practice of including also, for comparison, the 
figures of the previous year The Reserve 
Fund has been raised to an amount equal to 
the paid-up capital. Although deposits declined 
substantially in association with changes in the 
Government’s borrowing arrangements, the 
trend still appears to be upward, and the total 
on December 31 at {1,060 millions shows a rise 
of £56 millions on the year. More significant, 
perhaps, is the recovery in advances, which 
now exceed {£175 millions, and stand at the 
highest level for four years. This movement is 
clear evidence of the re-expansion in peace-time 
industry and trade. Signs of reviving overseas 
trade are to be seen in acceptances and con- 
firmed credits, for which the total has multi- 
plied by three over the year. 


The recent revision of the arrangements for 
the allowance of interest on customers’ credit 
balances has been necessitated by the lowering 
of rates on the vast amount of Government 
short-term debt held by the banks; and it 
should be emphasized that the reduction in 
int no addi- 











rest all ners bring 


the banks. Th 
ances to customers has been 
g during the period of the 
Bank rate, and it has been an 
accepted principle of our policy to pass on to 
industry and trade the benefits of cheap money. 

Recognizing that when hostilities ceased the 
resuscitation of the country’s foreign trade 
would become a paramount necessity, we 
prepared our own plans well in advance. As 
as conditions made it possible, we sent 
representative number of countries in 
Europe, to the Middie East and to North 
America in order to re-establish external rela- 
tions and personal contacts that had un- 
avoidably been interrupted by the war. These 


activities are continuing, and we have also had 
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the pleasure of receiving in London a number 
of representatives of banks and other institu- 
tions abroad. In view of the outstanding im- 
portance of our own and our customers’ 
business relations with North America, we have 
appointed a permanent representative in New 
York. 


VICTORY AND OPPORTUNITY 


The experimental spirit has been at work in 
the field of finance no less than in other 
ranches of our national life, and the war has 
pressed forward the incorporation of monetary 
management within the general scheme of 
economic direction to the end of greater 
steadiness and general prosperity. The process 
has reached out to affect the banking system 
in several ways, through the close inter-action 
»f public and private finance and increasing 
:0-operation between Government authorities, 
1e central bank and the commercial banks. 
Government had already become responsible 
for determining the total of bank deposits ; 
it has intervened more and more actively in 
the determination of interest rates, and througy 
them of capital values; it has concerned itself 
lirectly with the allocation of the community’s 
apital resources and therlending capacity of 
the banks. 











As you know, a change is shortly to take 
in the constitutional relations between 

the authorities and the banking system. For 
ry long period, including two great wars 

h imposed unexampled financial strain, 
people of Britain have enjoyed immunity 
from banking failures—a record unsurpassed, 
if not indeed unequalled, in any other part of 
he world. This fact has fostered such in- 
ained confidence among the public in the 
security and ready availability of money placed 
th the banks that the changes, brought about 
proper constitutional process, have been 
iccompanied by any sign of active concern 
siness as to the maintenance of so fine 
. record. I think we may legitimately take it 
ent tribute to the banks, as well as to 
the intentions of the Government, that no 
itoward reactions have been seen from so 
elicate a legislative project Our own ex- 
rience testifies the more completely to this 
rence when we remember that in this Bank 
lone there are a vast multitude of accounts, 
juite apart from the many hundreds of 
thousands of small savings accounts, on which 
istomer’s balance is less than a hundred 
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The same gratifying observation can be made 
when we take a wider view. Over the years, 
bankers, Treasury officials, traders and business 
men generally in all parts of the world have 
come to accept without question the security 
of funds placed in London and to recognize in 
the most practical way its incomparable 
services in international commerce. It is this 
that has laid the foundations for what we now 


know as the sterling area ; it is this element of 
well-grounded trust which has led not only 
various parts of the Empire and foreign 
countries closely associated with Britain in 
mutual trade, but others of more remote con- 
nection, to use London as the principal agency 
for their external financial operations. They 
do this, not under any political pressure or 
because of influence exercised by one govern- 
ment upon another, but simply as collections 
of shrewd and well-informed individuals asses- 
sing with complete realism and proper self- 
interest the facts and the prospects in Britain 
and elsewhere. It would be a sad day for 
the City of London, and a sad day for the 
nation which needs its earnings on the balance 
of international payments, if her credit in the 
eyes of the world were to be shaken; and this 
in itself, quite apart from Britain’s reputation 
for integrity, is one of the strongest guarantees 
of the continued soundness of sterling and the 
sustained efficiency of the British banking 
system. Here too, there has happily been no 
sign of uneasiness abroad as to the effects of 
the constitutional changes. 


I am sure you would wish me to express 
publicly the firm determination of the board 
and management of this Bank to work loyally 
and progressively within the new framework 
It will be our constant endeavour, now no less 
than in the past, to give the best possible service 
to the public at the lowest practicable cost 
—to achieve the highest common factor 
between our duty, as one part of a flexible 
monetary system, to the community as a going 
concern in its day-to-day business and our 
responsibility in the capacity of custodian of 
the liquid money resources of our customers. 


ADAPTABILITY OF THE FINANCIAL 
SYSTEM 


I used just now the word “ progressively ”’ 
because it is not, I think, always realized how 
highly responsive the banking system has been 
to the changing needs of the country’s business. 
A hundred years ago it was in process of 
developing the mechanism of cheque payments 
to replace the more cumbersome and uncertain 
method of cash settlements. It devised over- 
dratt lending as a more flexible and economical 
form of accommodation than the bill of 
exchange. It consolidated its structure to 
meet the needs and secure the economies of 
large-scale enterprise, while retaining through 
widespread branch systems its responsiveness 
to the requirements of local enterprise. It 
evolved a technique of overseas remittances 
and financing of international trade, with a 
service of information, which has been the 
admiration of the world and has made a sub- 
stantial contribution to the national income. 








Coming to quite recent times, we see the same 
process of adaptation going forward. Two years 





ago my predecessor announced the readiness securing of our livelihood, as a nation, in a com 
of this Bank to consider, in the interests of petitive world requires the fullest exercise of 
post-war business enterprise, applications for the old and tried qualities of imagination and 
advances ‘‘ based as much upon the character, readiness to venture personal resources, and 
integrity and business capacity of the borrower for this a reasonable degree of continuity in 
4s upon the extent and nature of his own Government policy is indispensable. Accord 


material resources’’; and already the total ingly we may welcome the progressive develop- 
amount of these small ‘special advances’’ ment of the practice of laying before the public, 


exceeds one-and-a-half million pounds, while in advance of legislative action, statements of 
their number has run into four figures. The official intent in respect of different sections 
past year, moreover, has seen the establishment or aspects of economic life. We may look 
of two new finance corporations, each with moreover, for continuing interchange of inform- 
special functions in the promotion of business ation and ideas between Government depart- 
enterprise and improvement, and the banks ments and representative organs of industry 
have gladly undertaken to play their part in trade and finance. In consultation and collabo 
the provision of necessary fundsandinancillary ration, on terms of mutual confidence and 





tasks of co-operation. Further to ensure _ trust, is to be found the way to more effective 
adaptable service, we in this Bank have lately _ use of the nation’s assets for the general good 
held meetings of our managers throughout the We in this country are not blessed with a super- 
country for considering post-war business con- abundance of natural resources, but we have 
ditions, problems and needs. In all this kind _ the priceless asset which consists in the capacity 
of thing the banker is looking beyond balance to work together for a common purpose, and 
sheets, technical borrowing arrangements and to maintain unity without insisting on uni 
the figures on a customer's account to the formity. We have, in government, in manage 
reality of economic effort and achievement that ment, in labour, high qualities of ingenuity 
lies behind them—the mill, the factory, the courage and resolve which, just as they have 
farm and the shop, all operated by human raised our standard of living in the past and 
beings with their individual capacities, ambi- garried us through the crises of war, can bear u 
tions, joys and tribulations forward through the turmoil of surrounding 

conditions to a new era of national welfar« 





Even though the State, both positively and in which all can sheare—a new framework oi 
as a restraining, controlling force, is taking economic and social relations which we can be 
nowadays a far larger part than ever before in’ proud to hand on to succeeding generation 
the economic life of the nation enter- along with the liberty we have struggled, twict 
prise has still a wide field of oper [he within a generation, to safeguard. 














| HOUBLON-NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite applications for Fellowships 
or Grants in aid of research into the working of financial and business institutions in 
Great Britain and elsewhere and the economic conditions affecting them. 


Apart from exceptional cases, awards will be confined to British-born subjects 
ll sident in the United Kingdom. Fellowsh rill be awarded f et 

normally resident in the United Kingdom. Fellowships will be awarded for one year, 
renewable for a second year; and the amount of all awards will depend upon the 
circumstances of the candidate and the likely expenses of his work. 

Applications should be made not later than the 31st March and forms of applica- 

tion may be obtained from the Secretary of the Fund (H. C. B. Mynors), c/o the Bank 

of England, London, E.C.2. 











% BANQUETS + FUNCTIONS * CONVENTIONS © ETC. | 
THE CLIFTONVILLE HOTEL 


Offers Every Amenity 


Accommodation for 250 Residents. Restaurant Seats 350. 





Large Lounges and Ballroom, Bars, Billiards, Table Tennis, ete. 


London 1? hours 


CLIFTONVILLE HOTEL ~ - 


Margate 444 
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st | MIDLAND BANK 
ord 
slop 
ope LIMITED 
‘ions 
on - | Chairman : 

a : The Most Hon. THE MARQUESS OF LINLITHGOW, K.G.., K.T. 
abo Vice-Chairman, Chief of Executive: 
and Sir CLARENCE SADD, C.B.E., J.P., D.L. 
00d ccieneaitinpateaniecitaeminsicesaieatiits 
per 
crt ' STATEMENT OF ACCOUNTS 
and December 31, 1945 
i ‘ LIABILITIES £ 
rik Capital paid up... eel a » 15,158,621 
and Reserve Fund ee J .. 15,158,621 
toe Current, Deposit and pnwen Recounts ... 1,050,919,824 
- Acceptances and Confirmed Credits .. 11,507,418 
| be Engagements ‘nn sa “se .» 12,352,232 
i 
i ASSETS 
— H Coin, Notes and Balances with Bank of 

| q England ... 7 117,161,666 

Balances with, and Chequce on other Benks 37,301 ,864 

Money at Call and Short Notice ... ... 44,959,852 

: Bills Discounted 

' (Treasury Bills £98,589,450) ... 99,496,983 

| Treasury Deposit Receipts ina ... 939,000,000 

i Investments asia a .. 259,403,453 

| | Advances and other Resume ... . 175,512,951 

| | Liabilities of Customers for x Receptances, 

{ etc. Ss ts 23,959,650 
i} i Bank Premises... ; a 8,329,491 
= Shares in Yorkshire Senne Bank Ltd. sad 937,500 

i Shares in Industrial and Commercial 

| Finance Corporation Ltd. sh vd 276,109 


Shares in Affiliated Companies: 
Belfast Banking Company itd. ... 
The Clydesdale Bank Ltd. : ia 
North of Scotland Bank Ltd. __... ‘a 8,792,206 
Midland Bank Executor and Trustee 
Company Ltd.. Hs pe ae 


Head Office: POULTRY, LONDON, E.C. 2 
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WESTMINSTER BANK 
LIMITED 


POSITION OF STRENGTH 
LIQUIDITY 


AND 


HON. RUPERT E. BECKETT’S 


STATEMENT 


HE Annual General Meeting of West- 
minster Bank Limited was held on 
January 30, at 41 Lothbury, London, E.C. 


The following is an extract from the state- 
ment by the chairman, the H Rupert E 


Beckett, circulated with the report and 
accounts :— 
The ounts for the year 1945 reveal a 


position of strength and liquidity. The total 
of current and deposit accounts in the balance- 
sheet shows an increase of some {43,000,000 
over the previous year’s figures. The increase 
for the year would have been considerably 
higher had it not been for substantial with- 





drawals in October and November last, when 
the public made large investments in the 
l'wo-and lf | ( t National War 


Bonds, 1 -56, and Three per Cent. Savings 
Bonds in anticipation of the 
withdrawal of these tap issues from the market, 
which took place on December 15 last. Those 
increased deposits have been directed for the 
most part into liquid assets, such as cash, 





1965-75, 





bills, and call money, and into investments, 
and there has been an increase of nearly 
£8,000,000 in advances We pleased to 
see this evidence of some ex m in trade 





and industry, but it occurred late in the year, 


the average advances for the past year record- 
ing an increase of only £200,000 


The results of our trading, as shown in the 
rrofit and loss account, after providing for all 
axation, including National Defence Contri- 
yution, disclose a profit of £1,405,502, against 
1,366,907 for 1944—an increase of 4338,685— 
and is the best result since 1939. We have 


deciared the same dividends as for 1944, and 
lle namely, £300,000 to 


} 
t 
t 
f 


made similar allocations 
{300,000 to bank 


rebuilding account 


ately determined in 
ik profits will tend as 


IT 
ome new factors have to be reckoned with 





rhe Government, in pursuance of a cheap 
money policy, decreased in October last the 
rate on Treasury Deposit Receipts from 1} per 
cent. to § per cent., and on Treasury Bills from 





1} 


to } per cent. ; the Call Money rate 
has followed suit to the latte Under these 
three heads no less on the in 48.79 
per cent. of our total of money lodged was 
employed past year, and it is 
“ts } 


therefore. that thes hanges will bring 


v1 t ire ing 


I per cent 


average th 





during the 


IN. 
rh 


r 


about a substantial depletion of our incom 
The Clearing Banks have met this to sony 
extent by eliminating interest allowed on 
current accounts and making a uniform rate « 
$ per cent. allowable on deposit accounts 
General expenses are on the upgrade, an experi- 
ence common to most commercial and indus- 
trial concerns on the return of men from 
the forces. 


Our auxiliary, Westminster Foreign Bank 
Limited, now has free uncensored communi- 
cation with all its branches, the release oi 
which from enemy occupation I was able t 
report to you last year. The Ulster Bank 
directors have transferred {£500,000 fron 
‘Reserve for Contingencies’’ to ‘‘ Reserve 
Fund,” the latter account now standing at 
{1,500,000. The business of Ulster Bank 
Limited is in a very sound condition, and the 
bank is well equipped to take its part in th: 
post-war development of Ireland. 


THE TASK AHEAD 


Naturally, six years of world war have 
affected our nation and Commonwealth in 
varying degrees, but these small islands havc 
felt the strain and pressure perhaps more than 
any. Certainly this is so in an economic sense. 
As parent of the British Commonwealth ws 
have had to assume financial’ burdens that 
appear to transform our victory into a Pyrrhi 
victory. Our financial and trade problem 
have grown to such magnitude that th: 
ordinary methods of stinting and saving would 
make but little impression on the burdens we 
carry, however long these methods might be 
pursued. Such a course, too, would be bound 
to produce unemployment and keep us in an 
economic despond for many 
generations. 


slough of 


A new approach—a policy of expansior 
rather than contraction—is essential. Expan- 
sion demands new capital with which to set 
our house in order, and in our present position 
only one method—that of borrowing—is open 
to us 

NATIONALIZATION PROJECTS 

The nation has recently elected to office 
a Socialist Government, which seems bent on 
pressing forward with all speed its programm: 
of nationalization for many major indusiries 
whilst private enterprise is to take second 
place—and as a firm believer in the proven 
success of private enterprise, I cannot but fee] 
that the Government is putting the emphasis 
in the wrong place 

The Bill to nationalize the Bank of England 
includes in its provisions (Clause 4) power t 
direct the banks. The banks of this country 
have a reputation second to none throughout 
the world. They have withstood the searching 
blasts of two world wars, and so recently as 
May and August of last year received the 
thanks of two Chancellors of the Exchequer, 
the past and the present, for their sesvic« 
during the war. Why then are the activities 
of the commercial banks to come under th: 
dead hand of officialdom If the justificati 
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is that the national interests will be better 
served, the banks have proved themselves time 
and time again willing to follow the lead of 
the Bank of England in forwarding national 
ends, and over a period of many years of 
commercial banking I cannot recall any occa- 
sion upon which they have failed to respond. 
Now, powers have been assumed to “‘ direct ”’ 
the policy of the commercial banks, and I 
can foresee difficulties arising in the future 
between banker and customer unless great care 
and restraint are used in the exercise of these 
I owels 


NEEDS OF INDUSTRY 


Industry as a whole is in a state of per- 
plexity and indecision at present, at the very 
time it needs every aid and encouragement 
to go forward. My own view is that the 
progress and development of industry should 
have been pre-eminently the Government's 
first concern, with such a radical change as 
nationalization of some of our basic industries 
inaugurated only gradually and as circum- 
stances proved themselves propitious. But 
nationalization is being pushed ahead. Some 
industries already know their destiny—whether 
they come within the orbit or outside it ; others 
still anxiously await a Government pronounce- 
ment as to their fate. Even for those that 
are in course of nationalization a long period 
of delay must ensue before the whole rig- 
marole of detailed working arrangements is 
settled, whilst in. the other cases their future 
is marked by paralysing uncertainty. Mean- 
while, progress hangs fire How can our 
industries be expected to plan ambitious pro- 
grammes and put them in train until their 
anxieties are allayed and their future status 
made clear ? 


THE AMERICAN LOAN 


Now a few words on the loan proposals 
recently discussed in Washington. I think 
these proposals are on the right lines. The 
British economy is at present like a naturally 
robust man fallen sick, with his vitality tempo- 
rarily at a low ebb—not through wanton living 
but through unprecedented overwork and over- 
strain. America has come forward with a 
generous blood transfusion, and I believe it 
will prove to be of considerable efficacy in the 
industrial and economic rehabilitation of 
this country. 


After reading the debates, I am prepared to 
accept the view that there was no alternative 
to the loan. Some critics suggest that we 
could, in our dilemma, turn to our Common- 
wealth and Empire to help us out successfully, 
but, with all the good will in the world, this 
course would prove to be unavailing for at 
least two sound reasons. First, it would mean 
economic war between dollar and _ sterling 
blocs, with friction with, and possible estrange- 
ment from, America—and this at a time when 
unity, harmony, and co-operation throughout 
the whole world are the vital watchwords, not 
only for world progress but fundamentally for 
world security. We simply cannot afford 


isolation. 


Secondly, is it reasonable, when our most 
pressing need is overwhelming imports of food, 
raw materials, and machinery to set us on our 
way to produce goods of all kinds at the 
highest levels, to expect that sterling area 
countries will still be willing to go on extend- 
ing credit to us indefinitely to buy from them 
Let us not forget that they too have a vast 
programme of reconstruction and urgently 
need a huge inflow of goods and materials, to 
which Britain’s return contribution must for a 
time be relatively small. Moreover, if we relied 
mainly on the sterling area to supply our needs 
not until years of further development and 
expansion had passed would it be able to do 
so. Meanwhile, the American manufactory 
and granary, with its colossal present and 
potential productivity, is ready and eager to 
nourish not only Britain but the whole world 
with its produce. Our pressing need—apart 
from other considerations—dictates our turn 
ing to America in the present bare state ot 
our factory and larder. 
OBJECTIVE OF BRETTON WOODS 
SCHEME 


Then, it is said that Bretton Woods takes us 
back again to the gold standard and is there- 
fore anathema. For my part, I take the sam« 
view as Sir John Anderson, who says “this 
scheme does not involve any return to the 
gold standard. In fact it does not involve any 
return to anything.” It is, indeed, a new and 
original essay to solve an old and obstinate 
problem. The essence of the gold standard 
was to ensure stability in currency exchange, 
so that business men the world over could 
enter into commitments with reasonable cer- 
tainty that they would not have to run unduc 
risks and face losses on account of wide 
currency fluctuations. Under the gold 
standard, any country was able to depreciate 
its currency at will, and in actual practice 
countries one after another devaluated as part 
of their remedy to adjust any serious adverse 
balance of payments. Competitive devalua- 
tion set in, each country acting as it thought 
in its own best interests and having little 
regard for external repercussions. The result 
was inevitably a contraction of world trade, 
deflation, unemployment, and social hardship. 

Now, as I see it, Bretton Woods proposes a 
solution to this problem in two ways. First, 
in conjunction with the activities of the Inter 
national Bank for Reconstruction and 
Development and the easing of trade condi- 
tions which is the objective of the forthcoming 
International Conference on Trade and Em 
ployment, a much improved foundation for 
world trade should be laid, with greater inter 
national consultation, co-operation, and co 
ordination. And, secondly, the Bretton Woods 
provjsions seck to ensure that if, notwith 
standing better organized trading conditions 
and notwithstanding also the support which 
the fund affords to a country in difficulties 
with its trade balance on current account, 
devaluation becomes necessary, then it shall be 
effected in a gradual, precise, and orderly 
fashion, with the minimum of upset to the 


economies of other countries. 





NATIONAL 
PROVINCIAL BANK 


Bank Limited 
at 
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1 said that the 
-ontinued 

y Deposit and Other 
Accounts increase by £29,438,075 to 
£619 Che liquid position was main- 
tained ash, Short Money and Bills were, 
792,67© and 


£142,285,524 


» sheet figures 


f 1,41 022, # 30, 
£35,977 giving a total of 
7 reasury ‘elpts amounte ~d to 

200,000,000, and investments, mostly British 
rovernment Securities, to {136,352,329 Ad- 
vances stood at £130,915,575, an increase of 
{16,413,437 The net profit was {1,356,025 
against 41,270,070. 


Deposit Re 


So far the commercial banks 
cerned, low bank rates usually meant a diminu- 
tion of the ratio of profit margins. The reduc- 
tion in the Treasury Deposit Rate, combined 
with reduced earnings on Treasury Bills and 
Discount Market Loans, would make _ sub- 
stantial inroads into banking profits, which 
could only in part be offset by the changes in 
the rates allowed by the commercial bankson 
current and deposit account moneys. In main- 
taining their service at a level of high efficiency 
they had had to bear substantially increased 
costs. 


were con- 


MATURING NATIONAL SECURITIES 
Che recent withdrawal from tap issue of the 
3 per cent. Savings Bonds, 1965~75, and the 
24 per cent. National W: Bonds, 1954-56 
might be assumed to presage an effort further 
to reduce grea on medium and long-term 
Gove urities, and the experiment 
would be bed by the country with great 


rnment s¢ 


Ww atcl 


interest. The tasks that faced the Chancellor 
of the Exchequer in dealing with the very large 
blocks of securities during the next 
five years were heavy and would require a 
judicious appreciation of numerous and, it 
might b onflicting circumstances. In such 
Majesty’s Treasury had acquired 
experience which should give us 
icipating the successful accom- 
their task, and he trusted with 
treatment of the investor The 
eatest dangers would exist in any undue 
orcing of tl uation. 


maturing 
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annual statement the wars 
against Germany and against Japan had been 
brought to a successful conclusion. This great 
es ment by the United Nations was the 
collaboration which they all 

> continued in peace. The share 
ingdom in the common victory, 
indards it was measured, could 

y compared with that of any other 


Since his last 


by what 


ir lations with the Dominions and 

Overseas they could continue to rely 

mutual assistance and understanding 

been so well demonstrated during the 

Trade and commerce within the Common- 

wealth and Empire must be fostered. If he 

— y referred to Canada it was because 

her geographical and economic situation placed 

her “out side the Sterling Area, and it was 

necessary to bear in mind the special considera- 

tion which her peculiar position made neces- 
sary 


For some years this country had been the 
most heavily taxed in the world. The recent 
slight alleviation of the tax burden was 
welcome, but it was to be hoped that sub- 
stantial reductions in national expenditure 
would soon justify more relief. The shortage 
of both capital and consumer goods was acute. 
Without proper self-control serious inflation 
could not be avoided, but he would like to see 
a more general realization of the truth that an 
adequate supply of all goods in the home 
market was the surest protection against infla- 
tion and also against black markets and other 
exploitation. Moreover, in the past the ability 
to conduct a substantial export trade had been 
based very largely on production for a sub- 
stantial home market 


EXPORT TRADE 


It was right and proper that emphasis should 
be laid on the urgent need for exports. Our 
industries needed time and facilities for recon- 
version and re-equipment. All obstacles should 
be removed “hey also needed cheap and 
abundant supplies of coal, at present our chief 

yurce of power. In the re construction at home 
and in the drive for increased exports this bank 
was ready to take its full share. They had 
co-operated in the establishment of two new 
companies whose objects were to provide for 
industry finance of a type which could not 
properly be supplied by the banks. 








